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ORPINION

These matters were heard August 4 through 7, 1970~before'
Examiner Thompsoun at San Francisco sud were submitted on orxal |
argument held August 13, 1970. Paclific Southcoast Freight Bureau,
ou behalf of carriers participating in its tariffs, seeks authoriﬁy
to increase local and joint rail-highway freight rates except |
carload commodity rates on sugar beets which are the subject of
proccedings in Application No. 51963, and except cextain raill rstes
which historically have been maintaine& at minimum rate levels
prescribed by the Commission for highway carriers.

On July 21, 1970, the Commission ordexed that hearings
be held in the several minimum rate cases for the purpose of
deternining whether common carxiers should be authorized and
directed to adjust their rates waintalned under the "alternate
application of common carrier rates' provisions of the various
winimum rate tariffs.

The sought increases are the same as those authorized
by the Iuterstate Commerce Commission to apply, effective June 9,
1970, as interim increases in rates on iuterstate rail tféffic
pending couwpletion of a full Investigation as to the reveaue needs

of the rail limes in Ex Parte No. 265, Increased Freight Rates,

1970. The aforesaid authority provides that iIf as z result of that
iavestigation the Interstate Commerce Coumission reduces or
eliminates said imcrease with respect to any pérticular‘interstate
rate, tne rail carriers will wake refund of the difference between
the rates charged and those authorized after said favestigation,
plus 4 pexcent laterest. Siwmilar refund provisiems are proposed by

applicant herein regarding increases applicable to Califormia

intrastate traffic. Counsel for applicant stated that it is the
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proposal of the railroads to make applicable to intrastate traffic

any authorizations or directives that are or may be made by the
Interstate Commerce Commission in Ex Parte 265 concerning‘interstacev'
commerce. Iun that commection applicant requested that the recordlin
this application be held open pending cowpletion of the invescigatidn'
by the Iaterstate Commerce Commissiom at which ﬁime-appiiéant‘will
file a supplemental pleadiung herein to have adjustments in |
latrastate rates conform with whatever further adjustments may be‘.
oxrdered in interstate rates, (

Virtually all cement producers with mills in Califormia
oppose the proposed five percent increase. They-presénted‘eVidénce
to support their position that the proposed imcrease is not |
justified in coumection with rates for the transportation of cement
in interplant movements. We will comsider such Issue following the
discussion of the application of the proposed increaée-generally.

The last geveral Iuncrease in California imtrastate rail
freight rates was autho:ized by Decision No. 77184, dated,Mhy 5,
1970, ia Application No. 51480. That decision~authorized the
railroads to make effective on Califormia intrastate traffic
increases similar to those authorized by the Interstate Commerce

Coumission in Ex Parte No. 262, Increased Freight Rates,“1969;

(Six Percent) except that in lieu of the six percent increasc the
railroads were authorized to Increase rates on cement by one cent,
and carload rates om sugar beets by three perceunt, maximum five
cents per net ton. The rates which have been naintained at,minimdm

rate levels were also excluded from the authorized increase.
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The presentation of applicaut's case in chief was

substantislly the same as its presentation in Application No. 51480.

Some modifications were made by the railroads in‘procedures'for

separating and allocatiug expeunses to California Iatrastate |
operations. The principal modifications concerned~a&jus:ments in
reveoues and expenses involving trznsit privileges. Those
adjustments and the other modifications were made In consultation
with the Coumission staff, |

Applicant presented estimates of revenues and ¢£penses
of the four major railroads and their subsidiaries attwibutable
to Califoruia intrastate traffic for the year 196?%  Those |

results are summarized below:

1/ 1In Decision No. 77184 it is stated that the four major
railroads and their subsidiaries receive about 97 percent
of the total Califormia intrastate revenues.
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TABLE I

ESTIMATED FREIGHT REVENUES, EXPENSES
AND NET RAILWAY OPERATING INCOME OF THE
TOUR MAJOR RATLROADS AND THEIR SUBSIDIARIES
ATTRIBUTABLE TO CALIFORNIA INTRASTATE TRAFFIC
FOR THE YFAR 1969.

In Thousands of Dollars
Revenues  Expenses  Income

Southern Pacific Transportation | | - ‘_
Company $65,311  $ 71,244 ($5,932)
Northwestern Pacific Railroad | T

Company | 3,930 4,971 (1,041)

SanDiégo and Arizona Eastern - o o ;f
Railway Coupany 971 1,099  (128)"
Holton Inter-urban : , B o -
ilway Company 175 162 B L
Petaluna and Santa Rosa ‘ | ' : s |
Railrocad Company 19 o 2
Visalia Electric Railroad ‘ o
Company 1

. 1/ . ~
Sunset Railway Company 169 : 134

The Atchison, Topeka and Santa ‘ o
Fe Railway Company | 23,303

Western Pacific Railxoad ‘ n
Conpany S 2,262

Sacramento Northern Railway - o
Company , | 141

Tidewater Southern Railway . , '
Cowpany , - 26 35

Central Cali‘;omia Traction
Company <

88 0 w2
Union Pacific Railroad Company 1,556 1,737 . (8L
Totals $94,627  $105,216  ($10,589)

) - Indicates loss |
1/ - Jointly owned by SP and ATSF
2/ - Jointly owned by SP, WP and ATSF
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The above estimates wake no provisioﬁs for State or
federal iuncome taxes. The amounts of the revenues aund expenses' 
were taken from the annual reports of the carriers for the year 1969
and then were separated and apportioned to Califofnia intrastate
operations. The Commission staff believes the séparations.formﬁla
used by applicant may overstate the allocation to Californié
intrastate operatiﬁg expenses and that refinements of the formula
must be developed before the true California expenses can be firmly
established. Until this is accouplished, the staff asserts that itl
is not in a position to either affirm or demy the appropfiateness |
of the showing made by applicant at this time. Applidaut#s
witnesses respounsible for the separations and allocations of
expcnses underwent leagthy cross-exawmivation by the staff 1f there'
are any significant overstatements of estimates of operating
expeuses assignable to Califormia intrastate-tranSportation,rsuchrhaé
not been demounstrated on this record.

A projection of the above-tabulated estimates of the

1969 results of operations to forecast the results undér the

proposed rate increase and at 1970 expense levels would require
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upward adjuscme§7s of gross operating revenues of between 10

and 12 percent.  Increases would also have to be made in

the estimates of eﬁpense. Estimate made by generally‘accepted
nethods of I{undices is that 1970 expenses will exceed those for
1969 by about 8.34 percent. While we dovnot'acceptiéuch
estimate as necessarily accurate, the evidence shows that
indices of wage and materials levels for western railrbgds
prepared by the Assoclation of Amexican Railroads'disciose #n
increase in such wages and prices of waterisls from 1968'1evels
to 1969 levels of 5.99'per;gnt. Aside from any éstimateé, it was .
shown that effective Juﬁy 1, 1969 there was a 3‘percént increase -

in wages for virtually 2all employees of railroads.

2/ This estimate considexrs:

(a) Increasing the charges by 3 perceant om traffic\moving
between January 1l and January 18, 1969 (X-259 A)

(b) Increasing the charges by 2 percent on traffic moving
between Januvary 1 and Octobexr 16, 1969 (X-259 B)

Increasing charges on su%ar beet shipméntsiin 1969 by
3 percent and other traffic by 6 percent (X-262)

Increasing the charges om all traffic other th&n sugar

beet shipments by 5 percent (the increases proposed.
herein). | \ -
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Even without any consideration of iosses mentioned by
applicant resulting from transportation by railroad‘oflpaSSeﬁgers h
in California intrastate commerce it is readily apparent that if -
the additional revenues resulting from the proposed rates will
provide any returm at all oun the investment in propefties and |
facilities used in such service, such return will not bé excessive.

We come now to the issues regarding the rates on cemeﬁt.‘
The cement mills contend that the sought increases, and ﬁoré_ |
particularly the increases as they way apply to'intérplant‘rates,\
should be denied because: (1) applicants have not made a showing
that the fncreases are justified; (2) by reason of the‘fdrm of
prior increases in the rates on cement, and more pa:ticularly thbse‘
in Ex Parte 259 and Ex Parte 262,‘the cement wills have alrea&y‘ | |
assumed their fair share of rate Increases and the prbposed‘iné:eases
will unreasonably burden cement as compared to other traffic; aand
(3) the increases will result in interpian:«ratéS!whiéb.will exéeed
the value of the service and therefore be unreasounable. | |

With respect to the first contention we have already
discussed the showing ma&e_by applicant. Coucerning the second |
allegation, the increases in the rates on cement since Mhtch; 1961 |

have been as follows:

X-256 = Rates not exceeding 10¢ cwt Increase by 1/2 cent
Rates over 104 but not over 30£ Increase by 1 cent
Rates over 30¢ but not over 80f imcrease by 2 cents,
Rates over 80¢ increase by 3 cents.
X-259 = Increase all cement rates by 1 cent cwt.
X-262 = Increase gll cement rates by 1 cent cwt.
With respect to the rate increases as they applied to cbmmodities'j
generally, the X-256 increases indicated abové-applied to interstate

“«ud intractate movements of commodities gcnerélly; in X-259 the one

cent increase applied to both interstate and ittrastateymovemcncé'of f

-8~
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cement and as to other coumodities the Increzse was‘on.the ordér of
five percent generally; in X-262 the one cent increase appliedvqﬁiy
to intrastate movements of cement and the increase applicable to
interstate movements of cement and to both interstate'andlintrastate'
movements of commodities in general was on the order of six percent.
- In this record it was shown that the-cbmmodity rates on
bulk cement are lower than the rates for commodities geherally‘and~
in particular are lower than the rates for nommetallic mirnerals
trausported in covered hopper cars. Fiom the standpoin:cof'revénue
per tou-mile, because of the form of the increaées’it.ia"mbre
probable that cement contributed less, rather thanTmoré, than
coanmodities gemerally to iﬁcreases fa X-256. In Decision No. 77184,
Supra, the Commission found that a oue cent imcrease in the rates on
cement would return approximately the same revenue as would an.
incresse iu rates of six percemt. To that extent, the increase of
one cent in cement rates im X-259 wmay have resulted in the rail
lines receiving additional reveunues from cement qraffic eqﬁivalent-
to a six percent increase in rates whereas commodities geﬁerally
were subject to a five percent increase. With respect to the X-262
increase, as has been stated, the Commission found'that‘the‘one-cent

inecrease was equivalent to the six percent increase which was

applicable to commodities gemerally.

Protestants presented evidence showing the effects of
the proposed iuncreases together with'the-increases that have béen
zade applicable to carload éement rates since 1961. The evidence
shows that om California intrastate cement movements thezinéieases

in rates since said date which will result from the‘proposed'

X-265 A Increases ramge from 20.00 percent to 41.18 percent.
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Examples of the effects of the increases in rates, including the
proposed increases, upon the rates forkinterplant movements of
ceaent in Califofnia compared with the effects updn similar carload
rates for the wovement of cement in interstate commerce and for‘the‘
movement of commodities gemerally are shown below.” It is to be
noted that the disparity between the intrastate cement.ratés are
magunified in Exawmple II because of the results of: applying the
percentage iucreases to' the other wxates of small‘numeriéal.values and -
rounding off. In applying the tsble in Tariff of Increases X-265 A
a rate of 1l cents is increased to 12 cents (a 9% increése);-whergas
the rate of 10-1/2 cents is increased to 1l cents (a 4.76% increase).
While it is true that the proposed increases, together with the
aforementioned prior increases, will have the result generally of the
intrastate cement rates which were lower than 11-1/2 ceuts in 1961

fncurring greater increases than their counterparts applicable to

- Base % Iacr. % Iack.:
y X223 X256 X259 X262 to Base X265A to Base
EXAMPLE I | | , o
Cement Intra 7-1/2 8 9 10 33.33 10-1/2 40.00
Cement Inter 7-1/2 8 9 9-1/2 26,67 10 33.33
Con. Gen'l 7-1/2 8 8-1/2 9 20.000 9-1/2 . 26.67
EXAMPLE II ‘ : ' L
Cement Intra 8-1/2 9 10 11 29.41 12 41.18
Cegent Inter 8-1/2 & 10 10-1/2 23.53 11 - 29,41
Con. Gen'l 8-1/2 9 9-1/2‘ 10 17.65 10-1/2 22.53
EXAMPLE III « s
Cement Tatra 1l-1/2 12-1/2 13-1/2 14-1/2  26.09 15 30,43
Cement Inter 11-1/2 12-1/2 13-1/2 14 21.74 15 -30.43
Com. Gen'l 11-1/2 12-1/2 13 14 21.74 15 30.43
EXAMPLE IV ' o
Cement Iuntra 16 17 18 19 18.75 20 25.00. |
Cement Inter 16 17 18 19 18.75 .20 = 25.00 .
Com. Gen'l 16 17 18 19 w8.75 20 . - 25.00
EXAMPLE V | | o o
Cement Intra 20 21 22 23 15.00 26  20.00
Cewent Inter 20 21 22 . 23 15.00 24 20,00

Com. Gen'l 20 21 22 23 15.00 26 20.00
-10-
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incterstate shipments of cement and to incraétatefshipments movidg
under carload commodity rates geuerally, the same Is not gemnerally
true regarding rates which were 1l-1/2 cents or greater in 1961.
It is to be noted that if the sought iancreases were to be denied,
the Califorunia intrastate rates on cement which were at’levelé'oﬁ_
11-1/2 cents or greater in 1961 would become lower than their
counterparts applicable to commodities genexally. Protestants
asserted that the bulk of the movement of cemen;linvCaliiorﬁia is
for short distauces and would be governed by the lower rates.
Such assertion is not supported by the evidence in this procecding
which shows that 3 ome ceant increase in the rates on Califormia
intrastate cement traffic will provide the same additional
revenues as would a six percent increase in said'raﬁes. Th;s
i{ndicates that the average rate for the transportation of cement
in Califorwia is around 164 cwt. Councerning protestants' ailégations
that interplant wovements of cement are for short distances, thé-.
record shows that Kaiser Cement & Gypsum Co. ships bulk cément’by
zail from ite wmill at Permanente to its distributidn plaat at Eureka, -
Calaveras Cement Co. has shipped bulk cement by rail from Its mi1l
near Redding to its distribution plant at San Leandro, and American
Cement Co. has shipped bulk cement by rail from its mill at Oro
Grande to its distribution,terminals at Stockton and San Diego.
Cement is a commodity that 1s manufactured to specifica-

tions prescribed by the Federal govermment., Its wafn use is in

construction and the primncipal markets for cement are the population

centers. Ultimate destination of the cement sbld‘by the
manufacturers is the jobsite of 2 constru;tion project which
usually is not at railhead. Coumpetition among the cement mills is
keen and 8 difference im price of 1/4¢ per barrel ¢an deterﬁine‘

which mill will supply the ceument. The coumodity isrordinariiy |

-11-
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sold F.0.B. jobsite and the competitite price ordimarily is arouﬁd- ”
the price of cement at the nearest mill pldS'the‘transportatibn
charges computed at the minimum rates in Minimum Rate’Tariff.me 10
from the necarest mill to the jobsite. Other than price, the only
other apparent factor of competition in the market is service.
Protestants' allegations regarding the proposed;increaéed rateé
exceeding the value of the service can best be un&e#stood by reciting '
the circumstances of the participation by Calaverss Cement Cb;‘in

the San Fraucisco Bay Region market.

Calaveras' mill nearest the San Francisco mariket is lecated

at Kentucky Bouse, approximately four hours by truck away from the
merket. Kaiser has a cement mill at Permaneute which is about ome
hour or less by truck away from points In the markeﬁ. Ideal Cement
Co. has a plant at Redwood City which is even closer to‘the po{ﬁts'
in the market. Sometime prior to 1ged£ 'Calaverasvand Southert
Pacific discussed the possibility of Calaveras establishing &
terminal in the market area and Southern Pacifie transporting bulk
cexent from the wmill at Kentucky House to the terminal at rates which
would permit Calaveras to compete more effectivelj—in‘thé ﬁarket.

The discussions showed such plan to be feasible and Calaveras
coustructed a terminmal for bulk cement at San ieandro1 'The‘pldn wa$
beneficial to both Calaveras and Southern Pacific, the railroad's
participation inlCalaveras' traffic increaéed from 1,300 carloads
during 1960 to 5,700 carloads during 1969 and the‘movgment of cement
from Kentucky House to Sam Leandro is the largest regular cewent |
movement by Southern Pacific in Northern California if not ia the
State. The cost to Calaveras of marketing its cement, other’thaﬁ

its costs F.0.B. mill, constitute the charges fof rail transportatidn

from Kentucky House to San Leaudro, the unit cost of'términai

4/ The record imndicates around 1956.
~12-
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operations at Sau Leandro, and the charges for truck tramsportation

from the terminzl to jobsite. Until 1968 this cost was subscantially‘
lower than the cost which would result from transportiﬁg‘the‘cement
by truck direct from the mill to the jobsite.  The subseﬁgent |
railroad rate Increases reduced this wargin and wich.the‘inérease 
in X-262, effective May 30, 1970, it bécamé‘less ekpensive~to»ship |
directly inte the San Francisco market by truck from‘ﬁhe miil‘rather
than distribute cement through the termiunal. The prOposedfincrcasé‘
i rates will widen the differential by one cent per‘hundfed podnds.
(the Kentucky House - San Leandro rail rate is that shown in
Example II, above)., Calaveras asserts that the additioné; oﬁe cent
per hundredweight will lessen its ability to compete with ﬁhose |
mills located uear the market that ship direct via truck, more
particularly Kaiser and Ideal. 1In oxrder for icvtOvmaintaiﬁ“iﬁs
competitive relationships from a price standpoint it will bave to
skip direct by truck from its mill at Kentucky Eouse. Thié,
however, will lessen its ability to coupete from thevs;éndpoint of
sexvice as it will put it four hours away from the m#rkgt;
Calaveras asserts that If the proposed increase is gramted it will.
bave to make a3 determination of whether it should close the
San Leandro facility and that if such is done the S¢uthern Pacific
will mno longer enjoy the volume movemeut of cement f:o&'Kentucky
House to San Leandro. |
Virtually sll of the mills maintain terminal facilities -

in various markets, They presented evidence'in&icating similar
circumstances. The thrust of their presentations is that the
r2ilroads can participate in cement traffic in'Caiifornia only in

. connection with those terminal operations, and whgré‘the combiné& .

- cost of the rail movement plus the local truck movement exceeds the

-13-
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through rate by truck direct, the railroad's partidipation-iﬁ‘the

traffic will cease. As a result of the X-262 increase The A;éhisdn,'
Topeka and Santa Fe Railway Cowpany assertedly hss_lost cement
traffic from Colton to San Diego that it forﬁerly enjbjed'amoﬁnting
to gross revenues estimated at $250,000 per yeat, Thé sales office
manager of California Portlaud Cement Compauny testified‘thaﬁ the v_
company has a customer that utilizes largevquantitiesnof cement at
a plant at Mission Valley. The customer maintained & facility at
railhead in San Diego to receive bulk cement by r#il‘and to“1oad'
trucks to transport the cement from the facility to its plant at
Mission Valley. Uuntil October 16, 1969 the coubined cost‘of'railv
travsportation and truckrtransportation.was_eithgr equal to or less
than the cost of shipping the cement froa Colton to Mission Valley
directly by truck. After said date and umtil May 30, 1970 the
combined rail-truck cost exceeded the direct truck cosﬁ by 3/4 cént
per one hundred pounds. The customer continued to :ecgive cement
shipments by rail. On the latter date the increases ia X-262
became effgctive which increased the differential In cost to
1-3/4 cents, TFollowing this the customer required-its shipménts
from Colton to be tramsported directly to Mission Valley by truck.
Protestants have shown that the preponderance of
California iantrastate transportation of cement by raflroad is from
the wmills to terminals operated by said mills, tha:'such
trausportation is only a portion of the movement ofrcemént-from 7
the will to ultimate destination in the markets which ordinarily is’
a coustruction jobsite off railhead, and that ﬁhe rail rates with
the proposed increases will result in instances whére the éombined
rates for a rail~truck movement from mill to joBsIte.via~the
terminal will exceed the rate for the tramsportation of cement by
truck direct from mill to jobsite. Eliminating fro@«conﬁidexatibn\

VAR
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the ''service" advantages present in the rail-truck operation
icdicated in ouwr discussion regarding the marketiﬁg'of cement by
Calaveras in the San Frauncisco market, to the ex:éht that the
coubined rates for the rail-truck transportation of cement exceed
the rates for tramsportation of cement by truck direct,the proposed
increases in rail cement rates will result in rates higher thamn the
traffic will bear and will therefore exceed the value of the service.
As was pointed out by counsel for one of the protestants,it is mot

3 case of whether the cement will move, the questibn«is-whethér théx
railroads will continue to participate in the tfaffic. Squarély
presented, the issue is whether under the conditioné here presented
the railroads should be compelled to maintain rail fates at levels'
such that the coubined rates for rail-truck transportacioﬁKWill‘meét

the competition of direect truck rates,

The reported decisions of the Commission are replete with

wattexrs councerning cement rates ang/the parties herein cited a

aumber of them in their arguments.  Generally, market coupetition
has been the principal consideration in the fixing of ratés on
cement. That is the wain,if not the only reasdn that‘increases‘iﬁ
the gemeral level of rates, both rail rates and highway(cafrier
rates, have been in the form of flat increases ian cents per ome’
hundied pounds rather than in the form of peréentage increases in
rates. That the maintenance of the historical rail rate‘reiation;
ships among the ﬁills has been considered to be desirable is stated
in the aforementioned decisions. It has also been expressiy so
stated by the Commission in coumnection with truck rates infbeciéion

No. 76480, dated November 25, 1969, ia Case No. 5440, and in

2/ Tovestigation of Cement Rates, o0 Gal. P.U.G. 622, 2nd i0v.

- Ry.Co. Cement Rates, Cal. P.U.C. 49 set foxrth the
considerations involved In the fixing of rates for the
transportation of cewent and refer to a long list of decisions
of the Commission in matters involving rates on cement.

~15-
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4

Decision No. 77703, dated September 1, 1970, in Case No. 5440, of

which decisions we take official notice. In Decisi&n.Nb.‘76480 the
truck rates on cement applicable to Southern Califormia were |
increased a flat 1-1/4 cents and in Northern Californmia by'varying
amourts which were not directly proportional to a single percentage-‘
increase. In Deéision No. 77703 the truck rates on cement |
applicable in Southern California were lucreased by a flat-one'cenc 
per hundred pounds. This type of treatmeﬁt infthe édjuStﬁegt'of: 
truck rates has contributed to the result whereby the*combinédf
rates for rail-truck movements are exceeding the~ratés for direct
truck traansportation. The trueck rate adjustments prescribed in |
Decisions Nos. 76480 and 77703 increased the direct truck rate from'
Colton to Mission Valley by 2-1/4 cents but they also imcreased
the rate from‘San.Diego to Mission Valley by 2-1/4 cents. With |
adjustuwents such as those in the truck rates there_is no room for
adjustment in the railroad portion of the combined‘rail—truck r#tes
if the coumpetitive relacionships between the §ire§t truck rates~énd
the coubined rail-truck rates are to be maintained. | |
In the reported decisions contérniﬁg rail rates on cement
referred to above, the rail rates have been characterizedjas.
"depressed rates”. In some decisiouns the rates‘have‘been compared
withk the out-of-pocket costs of providing the service andithe
couparisons indicate the rates to be close to cost levels. The
evidence in this proceeding shows cement xates to be lower thaﬁ'the‘
rates on similar commodities and the reason for”chis’to be
couditions of market competition and carrier competition._ This
recoxd shows that the railroads nave incurréd increases in the
costs of operation. The situation confronting us is that there

wmay be instances wherein the combined rates for the rail-truck

-15-
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wvovement of cement will exceed the truck rate between the same

points (however this circumstance results not only from adjustment

in rail rates bat also by reason of the nature of adjustmeﬁts in
truck rates) and the rall portion of the combined rail-truck rates
may be so low as not to be compensatory. Under such circumstances
to requirxe the railroad to maintain its rates in order that the
combined rail-truck rates will meet the competition of direqt
truck rates would be unjustified and uareasomable.

All of protestants were accorded opportunity to state
whether any increases in rates that nay be‘found-justified”in |
this proceeding should be on a flat basis or om a percentage basis. .
Monolith Portland Cement Company advocated a flat increase if anyv
were shown to be justified. Calaveras Cement Co. opposed a fiat
increase pointing out that its competition in the San Francisco
wmarket is from mills that ship to jobsite directly by truck and’
that by reason of the flat imcrease provided fm X-262 the margin of
irs disadvantage in couwpeting with said wills increased one cent
per hundred pounds rather than one-half cent which.would,havefbeen
the case i1f a percentage Increase had been authorized. The othexr
protestants did not support a flat increase. Aﬁplicaﬁt stated‘thatrﬂ
it is not opposed to a flat increase provided such‘type'iﬁcrease
results in the same additionsl revenue as the percentage {ncreése~
being sought. o

As has been previously observed, any change iIn rates
will disturb the conditions umder which cement is marketed. In
order for a flat increase to return the requiredﬂadditiénal'reéénues
to the carriers it would have to be on the ordér éflcne cent pér

100 pounds. This would result in the cement ﬁanufacturerst£th’ ‘
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termivals a shorter distance from thelr mills being burdened With'
a greater share of that imcrease than the manufacture:s‘with
teraninals a longer distance from the mills and a greatér increase.
tham would be boxme by commodities gemerally. The umequal
distribution of the burden of thz past increases was one subject
of the protests. Ono the other hand, the application of the
pexrcentage increase proposed herein will probably result im
disturbing the relationships among the mills of rates for the

transportation of cement into the primary markets. Reference to -

the importauce of those rate relationships has been wade, The basis

of that importamce is set forth in Pacific Portland Cement Co. V.

A.T.& S.F. Ry.., 33 C.R.C. 300, in which it is stated,

"Manifestly, it is unjust to establish favorable
rates to allow complainants' competitor to reach
the territory tributary to their mille and not

extend as favorable a basis of rates to enable

complainants to reach the terxritory adjacent to

their competitor's amill. Where competing plants

are ¢cxross-shipping into primary markets there

should be a common basis for measuring the level

of the rates unless there are compelling reasons

for deviating from this principle, such as we have

found in connection with the 9-cent rate from ,

Merced to the Sam Framcisco district. (citatioms)"
We cannot find that in counection with each and every rate from every
will into every primary market thzt the proposed rail fatés-will‘
accord the mills rail traunsportation into the primary markets
ou equally favorable terms. Protestants did not ralse that issue
berein; however, historically the principle cited above has always
been in the forefront of the controversies regarding the reasonable-
ness of the rates on cement. After cousideration of all offthé
issues and matters that were presented by protestants we find that
the incxreases proposed by applicant to the rates for the California

intrastate transportation of cement, including the interplanmt rates,
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are justified. A finding of the reasonableness of the proposed rates
is neither necessary unor desirable in that such finding might 4
prejudice any future adjustment in said rates that may be‘necessary
by reason of the aforementioned priﬁciple.

No ome opposed the matter of requiring highway common
carriers maintaining rates at the level of the current rail ratés
which are below the level of the specific minimum rates set‘by’tﬁe
Commission for truck transportation to increase such rates toethe |
level of the proposed rates. The justification for inereases inJ
said rates is explaimed im Decision No. 73520, dated Decembexr 7,
1967, in Application No. 49493, and need not be repeated'hereiﬁ.

Findings and Conclusions

We f£ind that: o -

1. The increase in rates being sought by applicant herein is,

with certain specified exceptiouns, the sawme as was authorized by
the Interstate Commerce Coumission as an interim increase in

interstate rates and charges im Ex Parte No. 265-4, Increased

Freight Rates. 1970. Said interim increase is geﬁerally 5 pexcent

and became effective Jume 9, 1970, on interstate traffic. |

2. The results shown in Table I in this opinion reasomably
reflect the operating results of the carriers shown therein for the
trausportation of property in California Intrastate commerce fox the
year 1969, sud the total revemues shown therein amount to over 95
pexcent of the total revenues derived for ali'transpo:tatiqn‘oﬁv

proﬁerty by railroad in California intrastate commerce for said
period. |

3. Projection of said results to reflect operations undex
current counditions would require upwards adjustuents in both
revenues and expeunses, the precise amount of said adjustments wvot

being ascertainable from the evidence in this record; however, i;_is'

-19-
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readily apparent that if the adjustments together with th¢
additional revenues to be derived from the proposed increases

will result in net operating revenues from California intrastate

railroad operations by any railroad such earnings will not be

excessive.

4, The proposed increased rates on cement are sﬁbstantia11§ 
lowexr thau the rates of highway carriers applicable to the
transportation of cement between the same points, and they.are‘
lower than the rates applicable to commodities generally'and l&wer
thaun the rates appiicable to similar commodities, including |
vounmetallic minerals, moving in idemntical types of railroad ‘
eéuipment. Cement rates have been maintained'aﬁ depressed‘levels ‘
by rezson of market competition and caerrier competition.

5. In the wmarketing of cement the origins of the traffic
are cement mills at railhead and the destinations are ordimarily
jobsites mot at railhead, and the railroads participate'in‘the
cexent traffic to the extent of transportat;on from the mlllu to
terminals where the commodity is transshippcd via truck to
destivation.

6. In some instamces the proposed increased rall rates from
the will to the terwminal combined with the truck rate frdm’the
terminal to the jobsite destination will result in,Higﬁervcombiped
rates for such transportation than the rate for truck transpoftatibn
from mill to jobsite, and, in those instances, unless there are
ancillary advantages to moving cement through the cermlnals, _he

traffic will be diverted from the raill carriers.
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7. The aforesaid circumstance will notvresultlin-the proposed
rates being unreasousble per se nor will the loss of the cement
traffic because of such circumstance necessarily place a burden upon
other traffic for the reasons stated in the opinion herein.

8. The proposed increases, together with the prior inmcreases -
in rates, do not unreasénably-burden cement as compared with other
traffic. |

9. The proposed increases have been showa to be justified.

10. The rates and charges of highway commoun carriers andiother_'
common carxiers published and maintained on the level of‘the present
rail carload rates are insufficient, unreasomable and not justified
by transportation conditions to the extent such rates and chaxrges
are both lower tham the Increased rail carload rates aﬁd_bélcw‘the
applicable minimum rates.

We conclude that: .

1. Application No. 51944 should be granted tofthe extent
provideé in the order that follo@s.

2. Coumon carriers maintaining rates based on rail rates
should be authorized and directed to increase those rates to the
level of the increased xail rates or to the level .of the otherwise .
applicable mivimum rates, whichever is the lower.

-y

3. Coumon carriers malntaining rates based on rall rates which
rail rates have been canceled or changed should be required to adjust
such rates to conform to the changed rall rates or to the ninimum

rates otherwise applicable.

4. Applicant and common carriers should be authorized To

depart from the provisions of Sectiom 460 of the Public Utilities

Code and from the terms and rules of General Orders Nbs;‘80;A}and

125 to the extent necessary to establish the increased rates

authorized or required herein.
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IT IS ORDERED that:

L. Pacific Southcoast Freight Bureau, on béhalf of the

carriers listed in Application No. 51944, is authorized to
estgblish the increases inm rates proposed ia said application
subject to the cxceptions set forth in Appendix A sttached hereto
and by this reference made a part hereof. | |

2. Applicant is authorized to publish the increased rates and
charges by appropriate supplement'to its Tariff of IﬁcreasedFRates
and Charges X-265 A, and to the extent that departure from the terms
and rules of Gemexal Order No. 125 is required’to‘accompliéh‘Such
publication, authority for such departure is hereby granted.

3. Tariff publications authorized to be made as a result
o< the foregoing authorities shall be filed not earlier than the
effective date of this order and way be made effective not earlier
than five days after the effective date hereof on not leésfthan‘
five days' notice to the Commission and to the public, and said‘
authorities shall expire unless exercised within sixty days=after
the effective date of this order.

4. The authorities set forth above are granted subject to
the express condition that applicant and the carriers on whose
behalf it is participating herein will never urge befbre the
Commission in any proceeding under Section 734 of the Public
Jtilities Code, or in any other proceeding, that the opinion aund
order herein counstitute a finding of faet of the‘reasonabieness of
any pazticular rate or charge; and that the filing,of-raﬁes éﬁrsuant»
to the authority herein granted coanstitutes an acceptaﬁce-by

applicant and said carriers as a comsent to this condition.
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S. Common carriers maintaining, under outstaunding authoriza-

tion permitting the alternative use of rail rates, rateé below the
specific minimum rate levels othexwise applicable, are aﬁthorizéd‘\
and directed to increase such rates to the level of the raii‘rates
established pursuant to the authority granted in paragraph l‘hereqf
ox zo the level of the otherwise applicable specific minimﬁm ratés;
whichever is lower. To the extent such common carriers have
maintained such rates at differentials above previously existing
rail rates, they aré authorized to inerease such rates by the |
awnounts authorized in paragraph 1 hereof, provided, héwever;'that‘suﬁh
increased rates way not be lower than the rates escablishe&‘by tﬁe
rail lines pursuant to the apthotity graunted in~paragraph'1 hereof,
nor higher than the otherwise applicable minimum ratés;

6. Coumon carriers maimtaining, under outstanéing authoriza-
tions permitting the altermative use of rail rates,,ﬁates based oﬁ
rail rates which have been changed or canceled andfwﬁich are below
the specific wminimum rate levels otherwise applicablé, are hereby.
directed to increase such rates to applicable miniﬁﬁﬁ rate levels
and to abstain from publishing or maintaining in their tariff rates,
charges, rules, regulatlons aud accessorial chargés‘ldwer\in volume
or effect than those established in xail ﬁariffs‘or'the‘applicable’
oininum rates, whichever are lower. |

7. Tariff publicatious required or authorized to be made by
common carriers as & result of ordering paragraph 5 hereof may be
nmade effective not earlier than the fifth day after the'ﬁubliga-‘
tion by applicant made pursuant to the authorities granted in
ordering paragraphs 1 and 2 hereof, om not less théhvfive days'

notice to the Commission and to the public; and such tariff
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publications as are required shall be made effective not later than

thirty days after the effective date of the tariff publications made

by applicsut pursuant to the authorities granted in Saidﬁdrdeting |
paragraphs 1 and 2.

8. Tariff publications required to be made by common éarfiers '
as a result of ordering paragraph 6 hereof, may be gade‘effective
not earlier than the effective date of this order om not 1ess th#p
five days' notice to the Commission and to the public and shall be
made effective not later than sixty days aftér the effectivé da;e of
this order. “

9. 1In making tariff publicatioms authorized or fequired’by _
ordering paragraphs 5 through 8, inclusive, common carriers are
authorized to depart from the terms and rules of General‘Ordef
No. 80-A, to the extent necessary to comply with said‘otdering
paxagraphs. | | }

10. Applicant and common carriers, in establishing and wain-
taining the rates authorized hereimabove, are authorized to depart
from the provisions of Section 460 of the Public Utilities Code to
the extent necessary to adjust lomg- and short-haul departures now
maintsined under outstanding authorizations; such outstanding
authorizations are hereby modified only to the extent necessary to

comply with this order; and schedules containing the rates published
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under this authority shall make reference to the prior orders
authorizing long- and short-haul departures and to this order.

The effective date of this order shall be cwep:y days
after the date hereof.

Dated at ‘ Califorata, this /2T

day of DECEMBER

NL A

Commission c

Commissioper Willlam Symons, Jr., belng
necessarily absent, did net »articipate
in the disposition of this proceeding.
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EXCEPTIONS FOR APPLICATION TO CALIFORNIA .
INTRASTATE FREIGHT TRAFFIC OF EX PARTE 265 INCREASES

Exception 1. The following rates, charges and provisions of ,
Pacific Southcoast Freight Bureau, Agent Tariff 294~F (ICC No. 1862).

(A) - Items 220-A and 320-A

Exception 2.

(&) - Carload rates on Sugar in following items of Pacific "
Southcoast Freight Bureau, Agent Tariff 300~A (ICC No. 1819),
which are flagged with a (510) reference mark: . -

Items 3400-B thru 3550-B, 3560-D, 10754-B, 10763-B,
10766-C thru 10781-C, 10784~B, 10787-B, 10853-C,
10859-8 thru 10877-B, 10880-D, 10883-B, 10889-C,
10892-C thru 10895-C, 10901-B, 10904~-B, 10913-B
thru 10919-B, 10925-B, 10928-B, 10931-C, 10934-B,
10937-B, 10946-B thru 10964~B, 10970-B.

(B) - Item 510-B

Exception 3. Minimum LCL charges in Item 205-P of Pacific
Southcoast Freight Bureau, Agent Tariff 1016 (ICC No. 1590).

Zxception 4. Commodity rates on sugar beets published im
Pacific Southcoast Freight Bureau Tariff 65-N (ICC No. 1726).




