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Decision No.

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Protest and )
Request of g
MONOLITH PORTLAND CEMENT COMPANY
for investigation and suspension )
of tarlff schedule publishing )
certain reduced raill rates on
cement to San Joaquin Valley
points.

(1&S) Case No. 7598

Frederick G. Pfrommer, for The Atchison, Topeka
and Santa re Railway Co. and Pacific South-
coast Freight Bureau; respondents.

J. T. Enright and Waldo A. Gillette, for Monolith
~Portland Cement Co.; petitiloner. .

0'Melveny & Myers by Lauren M. Wright, D. H. Marken,
for American Cement Corporation; C. R. Bover, Tor
Southwestern Portland Cement Company; Eugene A.
Felse, for Calaveras Cement Company; S. §. Mooxe
and A, E. Ferre, for Permanente Cement Company;
E. J. Bertana, for Pacific Cement and Aggregates,
Inc,; raul S. Barmett and Walter G. Herrigel, for
Ideal Cement Co.,; wallace K, Downey, for California
Portland Cement Co,; Albert 1, suter, for Southern
Pacific Company; intercsted parties.

OPINION

This proceeding is an investigation into the lawfulness
of certain rates for the trangportation of cement by The Atchison,
Topeka and Santa Fe Raillway Co. (hereinafter sometimes called
Santa Fe) from Oro Grande, Victorville and Cushenbury to points
in the San Joaquin Valley between Bakersfield and Merced.

The matter was submitted following two days of hearing

held May 23 and 24, 1963, Submission was set aside by orxder
dated May 28, 1963, Further hearings were held August 19, 20, 21,
22 and 23, 1963 before Examiner Thompson at San Francisco, the
parties presented argument and suggested findings of fact and the

matter was submitted on briefs filed September 16, 1963,
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The rates Iin question were published in Supplement No. 17
of Pacific Southcoast Freight Bureau Freight Tariff No. 88-W on
behalf of Santa Fe to become effective May 8, 1963, Monolith
Portland Cement Co. petitioned for the suspension of said rates
in accordance with CGeneral Order No. 1l3~A. It appearing that
the rights and interests of the public might be adversely affected,
the effective date of the reduced rates was postponed and their
operation suspended by the Commission in Decision No. 65402,
dated May 14, 1963.

The Controversy

The reported decisions of the Commission are replete
with matters concerning cement rates where a cement company has
prevailed upon a railroad to reduce rates in oxrder to permit the
producer to compete in a distant market and a rival cement company

nearer the market has attacked the rate adjustment so as to main-

1
tain the competitive advantage of being nearer to that market,”

This is another such type of case. As in the previous cases, the
issues were bitterly contested,with the relationships of the rates //
from the various cement plants, or differentials as they prefer to

call them, in the forefront of this controversy.

1/ Such cases, among others, include: Investigation of Cement
Rates, 50 Cal. P.U.C. 622;California Portland Cement Co. V.
S.P. Co., 42 C.R.C, 92;Southwestern Portland Gement Co. V.
A.T.& S.,F. Ry.,38 C.R,C, &4/3; Pacitic Portland Cement Co. V.
T.& S.F. Ry., 33 C.R.C. 300;California Portland Cement Co.
V. S_P. C0.,35 C.R.C. 905;Cowell Portland Cement Co. V. S.P. CO.,

1 C.R.C. 823,

The first four of the cases were cited by the parties in this
proceeding and wexe described by one of the participants as
the "Landmark cases in cement rates.'' Investigation of Cement
Rates, supra, contains a concise history of cement rate making
In California together with a long list of matters, similar

to the controversy here, which have been decided by the
Commission.




(I&S) C. 75’ YPO .

The principal market involved here is some twelve million

barrels of cement that will be used in the construction of the
Califorxrnia Aqueduct System of the Feather River Project which will
supply water from Northexrn Califormia to Southern California. That
project contemplates the construction of & number of canals, roads,
resexvoirs, snd structures extending from San Luls Dam, which is
located approximately ten miles west of Los Bamos, to Perris
Reservoir, which assertedly will be located in the vieinity of
Perris ond Hemet., It 1s contemplated that the construction will
be in a series of stages ox reaches and will be completed in

1974. The contract for the construction of the first reach, a
canal extending from San Luls Dam in a southezsterly direction

for 16 mlles, has been let and the contract for the furnishing

of the cement has been awarded to American Cement Compoany. It
would seem taot the bidding for the furnishing of the cement

for this f£irst reach brought this contvoversy to a head. While
the marker for cement in the San Joaquin Valley and in the Hemet
area is growing (as is the case throughout California because

of increasing population), and there are other laxge construction
projects plammed for those axcas, the Feather Rivexr FProject con-
struction is the predominant feature underlying the present
CONLLOVersy,

The participants are the xzilroads. who hope to capture
some ¢of the transportation of cement used in the project, and the
cement companies that are so located as to have opportunity to be
the puxveyors of the cement for certain of the rcaches. It is
proper hore to introduce the participants and to relate briefly
theix interests herein. For that purpose we have prepared a

sketch showing the locations of the cement plants involved and
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the lines of the Santa Fe and the Southexn Pacific Compeny near
the proposed California Aqueduct System., That sketch is Appendix
A attoched hexeto. It shows only the lires of Santa Fe end

S. P. Co.: however, it should be kep: in mind that some of the
cexent plants are served by other xailroads, and the area about
the proposed aqueduct system south of San Bernardino is served

by other railroads., Additionally, it must be kept in mind that
the railroads involved also maintain joint rates for the trans-
portation of cement.

Monolith Portland Cement Co., the petitiomer herein,
has its plant at Monolith ncar Tehachapl at railhead on a line
owned by S. P, Co. and operated jointly with Santa Fe. As may
be seen from Appendix A it is the plant most centrally located
with respect to the aqueduct system. It does not quarrel with
the level of the suspended rates but desires Santa Fe to reduce
the rates from Monolith to San Joaquia Vailey points snd to
establish rates from Monolithk to the Hemet area on the same wile-
age basis es the suspended rates from Oro Grande to San Joagquin
Valley points. In this fashion, it is sttempting to meintain its
competitive advantage with respect to the project north of Lan~
caster and to reduce its present disadvantage with respeet to the
construction south of Viectorville.

American Cement Corporation has a plant =t Oro Grande
located on track operated jointly by Santa Fe and Unilon Pacific
Railroad Company end also has a plant at Crestmore located on the
Union Pacific. It was the cement company that successfully
negotiated with the Santa Fe for the rates here in issue. It is
cppesed to reductions being given to Monolith to the south because

it would be at the expense of Crestmore's present advantage.

A
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Permanente Cement Company has plants at Cushenbury
located on the Santa Fe and at Pcrmanente, near San Jose, at
railhead on theIS. P. Co. The plants are so located that this
company is competitive on almost all of the reaches of the project.
It is supplying half cf the cement for the construction of the
San Luils Daz fxrom its plant at Permanente, Because the origins
Oro Grande, Cushenbury and Victorville in the past have been
considered as s single group origin, Santa Fe included Cushenbury
in the rate reductions. While Permanente gains little from the
rate reductions with respect to the reaches north of Hanford
because of its plant at Permanente, the reductions will assist
it on the construction In the San Joaquin Valley south of Hanforxd.
It, therefore, supports the Santa Fe herein. Southwestexrn Port-
land Cement Company has its plant at Viectorville. It benefits
by the rates here Involved and supports Santa Fe in this proceeding.
California Portland Cement Co. has its plant at Colton. Its
concern herein is mainly with Monolith's request for lower xates
to the southern points which are in California's "backyard".

Calaveras Cement Company has its plant at Kentucky
House on the lines of S. P. Co. Ideal Cement Co. has its plant
at Redwood City 2nd is served by S. P. Co. It also has a plant
at San Juen Bautista not at railhead. Pacific Cement and
Aggregates, Inc., has its plaont at Davenport on the S. P. Co. line.
Taese coumpanies, by reason of thelr locations, can compete only
for the northern reaches of the aqueduct system. They would be
adversely affected by the suspended xates. Calaveras presently
is supplying half of the cewment used in the construction of the

San Luis Dam,
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The plants at Oro Grande, Victorville, and Cushenbury
are the only ones from which Santa Fe can obtain cement traffic
in comnection with the Feather River Project. While it also
serves Monolith, for reasons that will be discussed later, Monolith
is primarily an S. P. Co. origin point, It would also seem that
for various reasons Santa Fe traffic from Oro Grande, Victorville
and Cushenbury to the project would be only to destinations in
the San Joaquin Valley. The principal reason for this circum~
stance is that the constructlion sites are not at railhead so that
the cement will have to be trucked to the jobsite with the result
that a rail-truck movement, with the cost of transferring the
cement fxom xall car to truck, can compete with an all truck
movement only for the more distant lengths of haul., It appears
probable that cement moving from Oxo Grande, Victorville ox
Cushenbury to points on the project south of the Tehachapi
Mountains would not move by Santa Fe. It is Santa Fe's position
that it can participate in the cement traffic resulting from the
construction of this project only if the rates here in issue are
allowed to become effective, It has been assured by American
Cement Company of some traffic if the rates are made effective.

Southern Pacific is anxious to obtain some of this cement
traffic. Because it serves all of the northerm plants and Monolith,
and the construction of the project is starting in the north, it
is in a different position from Santa Fe. At this time its policy //
appears to be that of "walt and see" so as not to offend any of
the plants it serves. The only action taken by it thus far
occurred after it was known that American Cement Co. bhad secured
the cement bid for the first reach. In May 1963, during the

course of this proceeding, S. P. Co. published and filed a reduced

6=




(1&8) C. 75& YPO *

joint caxload rate with Union Pacific on cement from Oro Grande
to Los Banos. The level of that rate is such that the cost to
Amexrican of shipping cement via U. P.-S. P. to Los Banos or Volta
and thence by truck to jobsite is approximately the same as the
cost to it of shipping cement via Santa Fe to Sharon and thence
by truck to jobsite. The U, P.=-S. P. joint xate has become
effective and the traffic will move at that rate unless the
suspension of the rates here in issue 1s vacated. The amount

of cement involved on the first reach of the project {s 1,200
carloads and the cement was due to start to move in November 1963 /
and continue for several months.

The Issucs

The scope of this proceeding is prescribed in Decision
No. 65402 which ordered this investigation. It was stated therein,
"The Comission is of the opinion and finds that the effective
date of the rates here in issue should be postponed pending a
hearing to determine their lawfulness." While this proceeding
is technically an investigation by the Commission on its own
motion, it definitely is an adversary procceding similar to a
complaint, the only difference being that the respondent (Santa
Fe) has the burden of proof rather than the complainant (Monolith).
It is to be noted that the Commission staff did not appeaxr or
participate in this proceeding.

At the prehearing conference the triable issues were
narrowed and the parties agreed that for their purposes the
following matters are the only ultimate issues they wish  deter-
mined in this proceeding:

1. Are the rates under suspension just and reasonable in
comparison with other rates maintained by respondent for the trans-

portation of cement between the following points:

-7
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From Monolith to points between Bakersfield
and Merced, both inclusive,

From Monolith to points on respondent's line
in the San Bermardino Valley, the Pomona
Valley, the Hemet Valley and in the Elsinore
area, including Elsinore and Corona?

2. Do the rates under suspension grant any undue preference
or advantage to American Cement Corporation, Permaunente Cement
Company and Southwestern Portland Cement Company oxr subject
Monolith Portland Cement Company to any undue prejudice or dis-
advantage?

3. Do the rates under suspension unjustly discriminate

against Monolith Poxtland Ceugnt Gempany or the L0CalICY of

Monolith?

Petitioner and interested parties did not challenge that |
the suspended rates are compensatory. Respondent presented \

evidence and requested findings intended to support a conclusion

that the proposed rates are justified by tramsportation <:ox-u:lit::!.orzs.-2-7

4/ Section 452 of the Public Utilities Code provides:
"452. Nothing in this part shall be construed to prohibit any
common carrier from establishing and charging a lower than a
maximum reasonable xate for the transportation of property when
the nceds of commerce or public interest require, However, neo
coumon carriex subject to the jurisdiction of the commission
may establish s rate less than a maximum reasonable rate for
the transportation of property for the purpose of meeting the
competitive charges of other carriers oxr the cost of other
means of transportation which is less than the charges of com-
peting carxiers or the cost of transportation which might be
incurred through other means of tramnsportation, except upon
such showing as is required by the commission and a finding
by it that the rate is justified by transportation conditions.
In determining the extent of such competition the commission
shall make due and reasonable allowance for added or accessorial
sexvice performed by one carrier ox agency of transportation
which is not contemporaneously performed by the competing
agency of tramsportation.”
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he mandatory language o Section 452 makes such finding an issue
n tivls case even though it was not raised by petitioner or
intexcsted parties,
Petitioner vequests the Commission to cstablish rotes
Morolith in this proceeding. Ideal Cement Company urges the
1ission to declare the proposed rates to be unlawful and then
undertake a complete investigation of existing rall cement rates
with a view to establishing a mileage scale of rates which wilil
te considered minimum for future application,

Scetion 455 of the Public Uzilities Code governs investi-
gation and suspencions of coumon caxrier rates; it states inm pere,
"On such hearing che commission shall cstablish
the rates, classifications, contracts, practices,
or rules vroposed, in whole or in part, or others

in iieu therecof, wiich it finds to be just ond
roasonaoie,  (eaphasis added)

Toe Sante Fe rates from Monolith are in issue in Case
No. 7604 which is presently before the Commission, With respect
to vho investigation proposed by Ideal, the aqueduct system 1s to
b2 comnstracted in a scries of reaches or stages over the next
ten years., An attempt to foresee or prophesy transportaticn
sondisicas for thot period and to establish rates based thercon
would be unwise, It is our Intention hexre to resolve tre

agreed upon at the prehearing conference,

to determine whether the suspensed rates are justified by
transportation conditions in accordance with Sectiom 452 sand,

£ix ressonsble rates In lieu of the suspended rates
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1f the latter are found to be unlawful. Our findings end con-
clusions will be directed solely to those matters.

The Evidence

The record contains evidence of the operating conditions
of Santa Fe in the zrea involved and cstimates of its cost of
transporting cement, There is evidence of the markets for cement
and the circumstances under which the commodity is marketed., In
addition there are comparisons of many rates maintained by Santa
Fe and by other raiircads for transportation between many points
in California. This record also contains much data concerning
the present and future construction of the Feather River Project.
There 1s no disagrecment smong the parties concerning the appli-
cable rates for the transportation of cement, the markets involved,
events that have occurred, oxr otner such matters., They do dis-
agree regarding the inferences that should be drawn and the con~
clusions that should be made from those facts., Much of the testi-
zony consists of opinions and conclusions of witnesses characterized
oy the parties calling them as experts in transportation rate
analyses.

Numexous comparisons of the rates from the several cement
plants to various markets were made showing the differentials in
rates among Tthe cement plants., Those rates Included the local
rates of respondent and of other xailroads ond joins rates main-
tcined by respondent with other railroads. Rates other than those
naintained by respondent are not material to the issues herein
except to the extent that they are applicable between points served
by respondent and indicate the reason for the action taken by
respondent with respect to its cempetition. The measures of

unrcasonzblieness, unjust discrimination or undue prejudice alleged
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by petitiomer axre to be determined from the actions taken by
Santa Fe and not from those taken by other raillroads,

We will first comsider the issues rxelated to the com-
parison of the suspended rates with the rates of Santa Fe from
Monollth to San Joaquin Valley points. The services vrendered in
the transportation of bulk cement from Oro Gramde, Victorville
and Cushenbury involve substantially the same services as axre
rendered in the transportztion of bulk cement from Monolith.
Portland cement is a low=-grade, heavy loading commodity produced
to meet standard specifications and the plants located at Monolith,
Oro Grande, Victorville and Cushenbury produce such Portland cement.
Each plant competes one with the other in the sale of this product
and no one of the producers can obtaln a greater price for its
cement than the othexr. Portland cement, except on rare occasions,
is sold by the plants on an F.0.B. delivered basis and said plants
bear the transportation charges. Respondent maintains volume rates
from 211 of those piants to San Joaquin Valley points subject to
carlosad minimum weights of marked capacity of car used but not
less then 150,000 pounds, Shipments from Oro Grande, Victorville
and Cushenbury destined to San Joaquin Valley points pass by
Monolith en rcute so that from Monolith to the north the physical
transportation from all of those plants to San Joaquin Valley
points is identical. The form of tender of shipments and the
facilities for the tendering of carload shipments at those plants
are substantially the same. The rates from Monolith to San Joaéuin
Valley points in terms of cents per mile are higher than the
suspended rates proposed by Santa Fe for txansportation of cement
from Oro Gramde, Cushenbury and Victorville to San Joaduin Valley

points.
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Sznta Fe suggests two conditions of tramsportation
distinguishing the movement of ¢cément from Oro Grande, Victorville
and Cushenbury frem the transportation from Monolith to the San
Joaquin Valley points. It contends: (1) although the suspended
rates will generate new movement for Santa Fe, it has not been
shovm the cstablishxment of the same mile for mile basis from
Monolith to the same San Joéquin Valley points will generate new
movement; and, (2) the sucponded rates are above out-of-pocket
costs and are compensatory whereas the existing rates from Monolith
£o San Joaquin Valley points are already below out-of-pocket costs.
With respect to the first contention we find that it is without
merit in that it assumes that Monolith eithexr does not care to
or will be ungble to compete with the other mills in connection
with construction of other xeaches of the Feathexr River Prxoject
in the San Joaquin Valley or, 1f it does deslire to compete, that
the cement which would be moved from Monolith would be transported
by a transportation agency other than Santa Fe, presumably by
S. P. Co. or by truck. It has becen shown that Monmolith competes
with American and other cement companies at destinations in the
San Diego area at freight rates 2 cents per 100 pounds differen-
tially higher than some of its competitors. It carcnot be essumed
that Monolith will not compefe in the San Joaquin Valley area
where its existing freight rates are three cents differentially
lower than the suspended rates. The cvidence does not show that
Monolith would not use Santa Fe nor make greatexr use of Santa Fe
for the transportation of cement to San Joaquin Valley points if
the rates from Monolith were to be reduced, With respect to the
second contention, it is based vpon a certain expense paid by

Santa Fe to Southern Pacific Co. on shipments originating at

~12=
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Morolith that it does mot pay in comnection with shipments
originating at Oro Gramde, Victorville and Cushenbury. This
additional cxpense has its origin in the terms of a certain
contract entered into by Santa Fe and Southerm Pacific Co. on

January 1, 1912 regarding the joint operation of track between

Mojave and Kern Junction (Bakersfield). Inmasmuch as respondent )

has suggested no other differences in transportation circum-
stances and conditions between the points involved, and because
Monolith and Santa Fe vigorously disagreed regarding the competency,
relevency and materlality of the expense, it is necessary to
consider the provisions of thc contract and the circumstances
surrounding that contract,

In 1895 a group of San Francisco businessmen organized
the San Joaquin Valley Railway Company which in 1898 completed a
railroad from Stockton to Bakersfield (Valley Line) to compete
with Southern Pacific Company. In 1898, after completion of the
Valley Line, Santa Fe purchased the stock of that company upon the
assurances to the sellers that the line would be continued in
operation as a competitor of the Southern Pacific. At that time
Santa Fe operated, under lease from Southern Pacific, a line from
Needles to Mojave which comnected at Barstow with its own line to
Los Angeles. In 1898 Santa Fe was prepared to build its own line
from Mojsve to connect with the Valley Line at Bakersfield,
Southern Pacific had a line between Bakersfield and Mojave that
then had excess capacity. This xesulted in an agreement entered
into on January 16, 1899 providing for joint use, maintenance and
repalrs by Southern Pacific and Santa Fe of that section of track.
This agreement was to expire im 1917. In 1911 a subsidiary of

Santa Fe purchased the line between Needles and Mojave it had

-13-
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overated undex lease. At that time the use of the line between
Mojave and Bakersficld required the double tracking. In addition,
a chenge was made in the laws of California regarding the texing

of corporations. These circumstances necessitated a change in

the agreement between Southern Pacific and Santa Fe concerning

the joint use of the line. A new agrecment was entered into
January 1, 1912 containing terms for the joint use and operation

of the Mojave=Bakersfield linc for a period of 50 yeaxs. The
fourth provision of thst agreemeneél provides for the additiomal
expense referred to by respondent. That provision calls for the
payment by Santa Fe to Southern Pacific of 60 perceant of the

local rates over that portion of the joint track used in connection
with any freight transported by Santa Fe having origin ox destina-
tion on said joint track. No such payment is required in commection
with freight transported over the joint track that does not have
oxigin or destination on the jolnt track. The remainder of the

agreenent covers operating procedures, the liabilities of the

3/ TFourth. Neither third party /Santa Fe7 nor its successoxs or
assigas shall do on the joint line any local business originat-
ing 2t and destined to points thereon, except if and when
required by law to do_so; and if required by law so to do shall
pay to second party /Southern Pacific Company/ or its succes-
sors, or in case of termination of the lease to second party,
to £irst party [Southern Pacific Railroad Company-the cwmex
or its successors, or other party designated by it or them
for the purpose, 60 per centum of the then existing local
rates upon such local business; and neither thirxd party -
nor its successors or assigns shall receive or deliver passen-
gers oxr freight at any point on such joint line except upon
payment to second party or its successors, or, in case of the
termination of the lease to second party, to first party oxr
its successors, or other party designated by it or them for
the purpose, of 60 per centum of the then existing local xrates
at the time for transportation of such passengers oxr freight
over the portion of the joint line over which they shall be
transported; but such percentage may be altered by mutual
agreement of the second and thixrd parties hereto, their
respective successors or assigns.

14~
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parties using the line, the sharing of taxes and expenses of
operating and maintaining the line and also provides fox a sum
to be paid annually, in quarterly installments, by Santa Fe to
Southexn Pacific for the right to use the line., The 1912 agree-

ment was approved by the Commission on August 27, 1912, Southern //,

Pacific Railroad Co. et al., 1 C.R.C. 470,
By its terms the 1912 agreement expired January 1, 1962.

The Transportation Act of 1920 amended the Interstate Commerce Act
to provide the Interstate Commerce Commission with exclusive juris-
diction over pooling arrangements, joint trackage agreements and
other combinations of railroads. The termination of the 1912 agree-
ment found Southern Pacific and Santa Fe unable to agree with respect
to texrms for a new agreement covering the operations by Santa
Fe over the Mojave-Bakersfield line. On August 7, 1962 Santa Fe
filed an application with the Interstate Commerce Commission to
continue its operation under the 1912 agreement, Exhibit 13 is a
copy of the decision of the I.C.C. in that application (Finanecc
Docket No. 22218). The decision authorizes the continuance of the
operation pursuant to the terms of the 1912 agreement and provides
that no changes or modifications shall be made in the texrms and
conditions without prior suthority from the I.C.C. The deciesion
contains findlings,

"that the continued operation pursuant to, and the exten-

sion of the term of, the agreement of Jamuery 1, 1912,

without obtaining approval prior to the expiration of said

a%reement on December 31, 1961, has resulted in a violation

of section 5 of the Act; and that the authority sought

should not be withheld because of the law violation, as the

transaction has been shown to be consistent with the public

interest in other respects."

Under law Santa Fe must continue operations over the

Mojave-Bakersfield line and must continue to pay Soutbern Pacific
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60 percent of the local rxste for operations conducted on that
line for the transportation of freight to or from a point on
that line. That expense is an out-of-pocket expense in that it
is directly applicable to the shipments involved. Said expense
is one that accrues in connection with shipments transported by
respondent from Monolith and does not accrue in conmection with
shipments oxiginating 8t Oro Grande and transported to destinations
north of Kern Junction. That expense, therefore, is a condition
of transportation of shipments from Momolith not present in the
transportation of shipments from Oro Grande. The difference in
conditions is one that can be accurately measured with reference
to the rates for the transportation of cement from Monolith and
from Oro Grande to San Joaquin Valley destinations. The local
rate on cement from Monolith to Kexn Junction is 8% cents per 100
pounds. Sixty percent of that rate is 5.1 cents per 100 pounds.
Respondent presented exhibits setting forth the out-of-
pocket costs to it of transporting cement in carload shipments
of 150,000 pounds in covered hopper cars from Mbnolith; Oro Grande,
Cushenbury and Victorville. Those out-of=-pocket costs were
developed in accordance with procedures provided in Interstate
Commerce Commission Bureau of Accounts Statement 3-61 entitled
"Rall Carload Cost Scales By Territories For the Year 1960", The
following table shows the costs developed, together with a coupaxi-
son of the suspended rates with the rates from Monolith to points
in San Joaquin Valley. '
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COMPARISON OF QUT~OF=-POCKET COSTS AND
RATES FOR TRANSPORTATION OF BULK CENMENT
IN CARLOADS, 150,000 POUNDS_ PER SHIPMENT

Cents Per 100 Pounds
POINTS OF ORIGIN

Destination Rates Out=of=Pocket Costs

Monolith Oro Grande ¢ ro ctor= Cushen-
etc.* Monolith Grande wville bury

Bakexsfield 10.0 11.5 11.0 8.7 8.8 9.7

Corcoran 11.0 14.0 w6 08 1LL 13
Fresno 11,5 1445 13.6 11.4 11.6 12.4
Hanford 11.0 14.0 14.3 12.0 12.2 13.0
Madera 13.5 16.5 14.9 12.6 12.7 13.6
Merced 15.5 18.5 16.7 14.5 14,6 15.5
* Suspended Rates
*% Includes 607 Payment to S.F.
of 5.1 cents per 100 pounds
Monolith contends that the 60 perceat of the local rate

payment is the result of a private sgreement voluntarily mace by

Santa Fe. We find that such agreement is one authorized and

approved by regulatory suthority. It also contends that said pay-
ment is of no legal significance when determining reasonable non-
discriminatory or nomprejudicial through rates, citing Monolith v,

Santa Fe, 169 ICC 689, Blue Dismond v. Santa Fe, 171 ICC 175, and

a number of other decisions. The situation here is different from
those in the cited cases in these respects:this Commission approved
the terms and conditions of the 1912 contract; pursusnt to order of
the 1.C.C. the terms of the 1912 contract govern the operation by
Santa Fe over the track between Mojave and Kern Junction; Santa Fe,
even with the concurrence of Southern Pacific, is prohibited from
changing any of thosec conditions unless authorized by the I1.C.C.,and
Santa Fe is required by law to continue to operate over that track;
the rates here involved are local rates so that Santa Fe does not

-17-
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have it within its power, through agreement with Southern Pacific
or otherwise, to change the circumstances or conditions.

We find:

The suspended rates are above out=-of-pocket costs and
are compensatory whereas the existing rates from Monolith to San
Joaquin Valley points are already below out-of-pocket costs and
hence are already not compensatory and are insufficient; and by
reason of the foregoing, the suspended rates are not unreason~
ably low in relationship to the rates from Monmolith to San Joaquin
Valley points; they do not grant any undue preference or advantage
to American Cement Corporation, Permanente Cement Cowpany and
Southwestern Portland Cement Company; or subject Monolith Portland
Cement Company to any undue prejudice or disadvantage in connection
with the transportation of bulk cement from their respective plants
to San Joa@uin Valley points; and, the suspended rates do not
unjustly discriminate against Monolith Portland Cement Company
or the locality of Monolith in connection with transporcationvof'
bulk cement to San Joaquin Valley points.

We will next consider the suspended xates in relation
to the rates maintained by Santa Fe from Monolith to destinations
in the San Bernaxdino Valley, the Pomona Valley, the ﬁémet Valley
and the Elsinore area, imcluding Elsinore and Coroma.

The content;ons of Mbnblith ﬁertain to the "crossf.
shippingﬁ principle stated by the 6oﬁmiésibh 1# Pacific Portland
Cement Co. V. A.T.&‘S.F.RJR;,.33 C.R.C. 300 and reiterated by it

in subsequent decisions cited ecarlier herein. In that decilsion

the Commission held:
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"Manifestly, it is unjust to establish favorabie

rates to allow complainants' competitor to reach

the wercitory tributary to their wmills and noh

extend as favorable a basils of rates o enable

cozplainents teo rcach the territory adiacent to y

thelr competitor's mill., Where competing plaats

are cross=shippling into primery merkets there

shouvld be a commonm basis for weasuring the level

of the rates unless thexe gre centrolling zz2esons  /

for deviating Zrem this principle, such as we

nave found in coruection with the 9~cent rate from

Uexced to the Son Francisco district, /citations/™
Monclith axgues thac it should be sfforded the same basis of
xates on 2 milcage basis to the southern points as Santa Fe secks
to afford Oro Grande =o the San Joaquin Valley. The raotes main-
teined by respondent from Monoiith to the southern points axe in
issue in Ceose No, 7604 and as stoted hereinbefore we will not
here consider thne lawfulness of said rates inasmwch zs they arc
specifically in Issue In that proceeding. All that iIs &o be
deternined herein at this point is the lawfulnezs of the suspended
ates when they are compared with the rates from Monolith to the
cuthern peints, If they asre found te be unlawful, Section 455 of
tue Puvlic Utilities Code xequires a determination of the just and

reescnabie rates that should be established in 1iew of the suspended
ratcs,

LOCAL RATES OF SANTA FE
FROM ONOLITH TO POINTS SHOWN
MINIMUM CARLOAD WEIGHT 69,000 L3S,

Distance in Rate in Cents
Destination Miles Per 100 Pounds

San Bermaxrdino 24%

Corena

2
s

Elsinore 213

* A temporary xate established because of certain
emergency conditions, Scheduled to expire.

=) G-
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DISTANCES, PRESENT RATES AND
PROPOSED RATES VIA SANTA FE
FROM ORO GRANDE TO SAN JOAQUIN VALLEY
MINIMUM CARLOAD WEIGHT 150,000 POUNDS

Distance in Rate in Cents per 100 Pounds
Destination Miles Present Propesed

Bakersfield 173 16% 11%
0il City 184 17 12

Richgrove 209 17 12

Porterville 231

Shafter 191 17 13

Corcoxan 236 18% 14

Santa Fe also maintains rates on bulk cement in carloads,
ninimum weight 60,000 pounds from Oro Grande to San Joaquin Valley
points. The rate to Bakersfield is 35% cents, to Coxcoram is
39% cents, and to the other of the points shown is within that
range. Respondent does not publish local rates on bulk cement
from Monolith to the southern points subject to a minimum weight
greater than 60,000 pounds.

Respondent contends that there are differences in circum-

stances and conditions in the transportation of cement from Oro

Grande to San Joaquin Valley points which distinguish it from

transportation from Monolith to the southern points. One of the
alleged differences is in marketing conditions. Santa Fe contends
that San Joaquin Valley is a primary market whereas the

San Cernardino~Hemet-Elsinore area is secondary. We are,

not wholly in accord with this contention. The San Joaquin

Valley is a larger area than the San Bermardino-Hemet-Elsinore
area and the ordinary cement consumption in the former area is
probably greater; however, in the consumption of cement for
ordinaxy purposes neither is a market of the size of the primary

markets of Los Angeles or San Diego. The Feather River Project

~20=
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is the dominating feature of the markets involved here. In that
connection, the project is under comstruction in the San Joaquin
Valley whereas construction of the project in the San Bernardino-
Hemet arca is to be done in the future. That appears to be the
only significant differencc ir the markets in the two areas.

There are, however, differences in transportation circum-
stances and conditions which relate to comparisons of the suspended
rates on mileage bases with the rates from Monolith to the southern
points. First, there 1s the matter of the additional expense of
transporting shipments from Monolith resulting from the fourth
provision of the 1912 contract described hereinbefore. The locel
rate from Monolith to Mojave is 6 cents per 100 pounds., Sixty
percent of that rate is equivalent to an additional cost of 3.6
cents per 100 pounds. Another difference involves the rates
themselves. The bulk cement rotes maintained by Santa Fe from
Monolith to the southern points are subject to a minimum weight
of 60,000 pounds. Respondent presently maintains bulk cement
rates from O0ro Grande and Monolith to the San Joaquin Valley
points subject to minimum weights of 60,000 pounds as well as
at marked capacity of car used subject to a minimum weight of
15C,000 pounds, The 60,000 pound rates from Oro Grande to San
Joaquia Valley points axe not as favorable, mile for mile, as the
rates from Monolith to the southern points. From s comparison
standpoint, the most that can be contended here is that Monolith
is prejudiced because Santa Fe has not established local rates
on bulk cement subject to minimum carload weights of 150,000 pounds
from Monolith to the southern points as it has from Oro Grande to
San Joaquin Valley points. That circumstance, however, already
exists and has cxisted for some period of time and would not be

changed by the continued suspension of the rates here involved.

~21-
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The shortest route from Oro Grande to the San Joaquin
Valley points is via Santa Fe. The shortest route from Monolith
to the southern points in most instances is via Southern Pacific
direct or via Southern Pacific to Los Angeles and thence via
Santa Fe to destination, The distance from Monolith to Pomona
via Santa Fe direct is 194 miles; via Southern Paclfic direct it
is 149 miles. Southern Pacific has waintained a rate on cement
in carloads of 150,000 pounds from Monolith to Pomona of 15% cents
per 100 pounds. In the cases of shipments from Monolith to
Corona, the distance via Santa Fe direct is 192 miles; the
distance via S. P. to Los Angeles and thence via Santa Fe to
Corona is 164 miles. There is a joint rate of 15% cents per
100 pounds, minimum carload weight 150,000 pounds, between those
points,

Senta Fe also contends that in comnection with the
cross-shipping doctrine, the San Bernardino-Hemet-Elsinore area
is tributary to the cement mills at Crestmore and Colton rather
than those at Oro Grande, Victorville and Cushenbury, It was

stated that Santa Fe's rates from the latter points to that area

4 .
are paper-rateS“/ because the truck rates provide the lowest cost

of transportation to the area and therefore Santa Fe is not grant-
ing a preference to Oro Grande, Victorville and Cushenbuxy in

that area. In view of our decision on the other issues, it is
unnecessary to consider thils contention of Santa Fe., However,

it is one that may be ralsed and considered in Case No. 7604.

&/ Other than to points directly intermediate to Los Angeles, In
which cases thc Los Angeles rate of 8% cents, minimum weight
150,000 pounds is applicable, the bulk cement rates maintained
by Santa Fe to the southern points axe subject to minimum
weights of 60,000 pounds.

-22-
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We £ind:

The rates based upon minimum carload weights of 60,000
pounds maintained by respondent from Monolith to the southern
points do not provide a proper basis of comparison with the
suspended rates, which are subject to minimum carload weights of

marked capacity of car but not less than 150,000 pounds;

Santa Fe also maintains rates subject to minimum carload *//

weights of 60,000 pounds from Oxo Gramnde, Victorville and Cushenbury
to San Joaquin Valley points which provide the same basis of

comparison with the rates from Monolith to the southexrn points;

Monolith has filed a complaint with the Commission
QMonolith v. A.T. & S.F. Ry., Case No. 7604) alleging, among

other things, that the rates from Monolith to the southern points
are unjust, unreasonable, unduly prejudicial and discriminatory
in relationship to the rates maintained by Santa Fe from Oro
Grande, Victorville and Cushenbury, to San Joaquin Valley points;

In this investigation and suspension proceceding Monolith
seeks reduced rates from Momolith to southern points to be estab-
lished on the same basis, mile for mile, as the suspended rates;
and,

There are circumstances and conditions surrounding the
transportation of cement from Monolith to southern points by
respondent that are not similar to those surrounding the trans?
portation of cement in bulk from Oro Gramde, Victorville and
Cushenbuxy to San Joaquin Velley points, including, the additional
expense of 3.6 cents per 100 pounds on shipments originating at
Monolith, the routing of shipments via Santa Fe under its local
rates is not the shortest route from Monolith to many of the

southern points involved herein, and the market for cement for
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the Feather River Project construction in the San Joaquin Valley
is actual, whereas that maxrket in the southern points area is
potential,

Based on the foregoing we find and conclude with respect
to the relationship of the suspended rates with the rates main-
tained by Santa Fe for the transportation of cement from Monolith
to southern points, and without any prejudice to any of the matters
in Case No. 7604 where Santa Fe's rates from Monolith to the gouthe-
ern points are the principal issucs,that the suspeaded rdgtes are //
not unreasonably related to the rates from Monolith, are not unduly
preferential of the mills at Oxo Grande, Victorville and Cushen~
bury, and are not unduly prejudicial to nor do they unduly dis-
criminate against Monolith,

We next consider whether it has been shown that the
suspended xrates are justified by transportation conditions. We
find:

At the present time and during the past two years vir-
tually no shipments of cement in carloads of 150,000 pounds ox
more have moved from the mills at Oro Grande, Victorville and
Cushenbury via the Santa Fe to destinations on the Santa Fe at
San Joaquin Valley points and the movement by any means from
said mills to said points has been small, consisting principally
of the movement from Victorville to Bakersfield by trucks operated
by the customer of the mill;

The rates under suspension were promulgated by Santa Fe
to develop a movement where none presently exists, and are at a
level based upon representations of the mills at Oro Grande,
Vietorville and Cushenbury that present rail rates are too high 7

to permit these mills to successfully compete and that if these
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suspended rates were established a substantial movement via Santa
Fe at thesc rates would be developed;

Effectiveness of these rates will probably generate a
substantial new movement via Santa Fe where none now exists;

The rates are in cxeess of out-of-pocket cests, including
some recturn on investment, and will make a contribution to over-
head; and,

Since virtually no traffic is moving over Santa Fe at
the present rates, there will be little or no loss of revenue on
traffic already handled as a result of the rate reduction.

Based on the foregoing we find that the suspended
rates sre ccmpensatory, will not burden other traffic, are just,
regsonable and sufficient rates, and are justified by tremspoxta-
tion conditions.

From the foregoing findings of fact we conclude that
the suspencion of rates ordered by the Commission on May 14, 1963
in Decision No. 654C2, and cxtended by order dated September 11,

1963, should be vacated.

IT IS ORDERED that:
1. The order of suspension in this proceeding is bexeby
vacated end set aside.
2. In the establishment of the rates here involved, respond-

ents shall file a vacating suppiement to Pacific Southcoast Freight
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Bureau Tariff No. 88-W to make said rates effective not earlier
than the effective date of this order.
3. Proceedings in this investigation are discontinued.
The effective date of this order shall be twenty days
after the date herecof.
Dated at San Franciseo , California, this / 7 7%

day of NEAEMBER , 1963,

ommfss oners




ABeNDIX A"

CASE NO. I &S 7598

SAN FRANCISCO

LODI

REDWOOD CITY (¢ STOCKTON
® KENTUCKY

HOUSE
PERMANENTE ¢
SAN JOSE

DAVENPORT
O

WATSONVILLE

® VOLTA
SAN JUAN LOS

4 BANOS SHARON
SAN LUIS DAM

[ |

[ |

|

|

|

]

|

1

MERCED

FRESNO

3
COALINGA W

% 4
KETTLEMAN °‘P<\©

eIy CORONA

RIVERSIDE

PERRIS
ELSINORE

RESERVOQIR

BAKERSFIELD

1
¥
]
I
I
1
'
I
|
1
|
i
\

LEGEND
S MONOLITH

A.T. 8 S.F, RWY,
MOJAVE °

s. p. ¢o.
JOINT TRACK, AT.6 S.F.-8.P
AQUEDUCT SYSTEM
LANCASTER CEMENT PLANTS
‘
N ORO GRANDE
‘ Q)

A )

\ ¥ VICTORVILLE
L\

( ]

'T ® CUSHENBURY

) 3

BARSTOW

LOS ANGELES

SEE
INSERT




