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OPINION

Pacific Southcoast Freight Bureau (PSFB), on behalf of the
California rail carriers participating in 1its tariffs, seeks authority
to make effective on California intrastate traffic increases in local
and joint freight rates and charges as published in Tariff of
Increased Rates and Charges X-295 for interstate traffic to, from,
and within California. Such increases are proposed om a seléctive_
service or commodity basis and range from 2 to 5 percent. On
October 16, 1973 the Commission ordered that hearings be held in
the several minimum rate cases concurrently with Application No. 54269
for the purpose of determining whether common carriers should also
be authorized and directed to adjust their rates maintained under
the "alternmative application of common carrier rates" provisions
set forth In the several wminimum rate tariffs of the Commission.

Application of the Tariff X-295 rate increases on Inter-
state traffic was suspended until March 13, 1974 by the Interstate
Commerce Commission (ICC) im Ex Parte 295, Increased Freight Rates,
1973. 1In lieu of such increases, the ICC's order im Ex Parte 295
dated August 2, 1973 authorized, pending public hearing, interim
selective increases ranging from 2 to 3 percent as publyished in the
rail carriers' Tariff of Increased Rates and Charges X-295-A. The
interim Increases authorized by the ICC becane effective August 19,
1973. '

Concurrently with the filing of Appucac,ionNo. | 54269‘ the
PSFB petitioned the Commission for imterim ex parte authority,
pending hearing on its application, to make effective on California
intrastate rail traffic the increases published in Tariff of Increased
Rates and Charges X-295-A mow applicable on interstate rail traffic
to, from, and within Califormia. On October 19, 1973 the Un:i.on,
Holly, and Spreckels sugar companies and the California Beet Growexrs
Association (collectively referred to as the "Beet Sugar Industry')
filed a reply in opposition to the interim ex parte relief s_o};ghtgby
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applicant rail carriers. The PSFB application was amended on Nov-
ember 16, 1973 so as to except from the authority sought therein the
carload commodity rates on sugar beets set forth in PSFB‘Tariff‘GS-N.l
The PSFB mow requests the Commission to gramt its applicatiom, as
amended, without hearing or, in the altermative, grant the previously
sought Interim ex parte rellef pending hearing. The Sugar Beet
Industry on November 26, 1973 advised the Commission that, in view

of the recent amendment of Application No. 54269, it "hereby withdraws
its opposition to the...application and its intention to appearlas

a protestant..."

Ex Parte 295~A Interim Increases

l
. I

The California intrastate rail rates published in PSFB'
tariffs on file with this\Commission.were last generally Increased:
pursuant to Decision No. 81445 dated May 30, 1973 in ApplicatiOn
No. 53107, as amended. Said increases in Califormia intrastate freight
rates and charges werxe the same as previously authorized by the ICC

for interstate traffic in Ex Parte 281-B, Increased Freight Rates
(1972) 341 ICC 290. The level of expenses, including labor costs
exployed by applicant in the proceeding leading up to Decision
No. 81445, were those gemerally in effect as of September 30, 1972.
A verified statewent prepared by the Assistant Manager,
Bureau of Transportation Research, Southern Pacific Transportation
Company, was attached (Exhibit E) to the PSFB petition in support
of the sought interim relief. The affiant states that wages in the
railroad industry nationwide, as well as those experienced by the
rail caxxiers operating in Califormia, have increased by:
1. 5 percent effective October 1, 1972 for all rates of pay.

1/ Applicant states that adjustment of the rail carload rates on
sugar beets will be made the subject of a. separate pleaddng.~
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15 cents an hour effective Janumary 1, 1973 and

10 cents an hour effective April 1, 1973, a total
of about 5 percent for operating employees, clerks,
and patrolmen. : | _

Approximately 5 percent effective April 1, 1973
for shop crafts and other union employees.

C rable incxeases have been made to non-umion
employees. , ' K
Fringe Bemefits:

(a) TFifth week of vacation granted to employees
with 25 years of service.

(b) Additional ninth holiday.

(¢) Maximum hours of service for operating
employees reduced to twelve.

6. Tederal payroll taxes were increased as of
January 1, 1973 and supplemental sick benefits
became effective as of July 1, 1973.

The Assistant Manager also developed the percentage
ratios of employee compensation, health and welfare, and federal
payroll taxes to total operating expenses, rents and taxes (excluding
state and federal income taxes), and the weighted average percent .
Increase in total expemses. A summaxy of the manager's computations
follows: | '
TABLE ‘1
- Weighted
Percent of Percent Increase Percent

Labor Costs Total Expenses 9-30-72 to Increase of
1972 8~-20-73 Total Expenses

Employee Compensation 50.0 11.2 5.6
B:gltg & Welfare - 2.9 2.8 0.1
Federal Payroll Taxes - 5.0 19,6 1.0

Total Labor Costs 57.9 - 'Zf;i

From Table 1 it will be noted that wages and allied payroll
expenses of the Califoxmia rail carriers constitute approxihacelyw,
58 percent of their total operating expenses for the year 1972. Of
this amount 50 percent is direct rail wage costs. Table 1 also
indicates that since September 30, 1972 the rail carriers total.

A
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operating expenses have iIncreased 6.7 percent due solely to

labor cost increases effective gemerally as of August 20, 1973. Such
increase in labor costs does mot reflect the increases in applicant
rail caxriers' railroad retirement tax comtribution effective as of
October 1, 1973 and January 1, 1974.2/ It is the 6.7 percent increase
in total operating expenses which applicant rail carriers now seek
interim authority to offset by applying the Ex Parte 295-A Increases
of 3 percent or less to their California intrastate traffic.

In Decision No. 81445 the Commission found "Applicant
has demonstrated that for a projected rate year under the sought
X-281-B rail rate increase the Califormia rail lines anticipate they
will experience a net rallway operating deficit from their California
intrastate operations of $13,287,392." It is now evident that the
interim ex parte labor cost offset rate relief sought in this pro-
ceeding will bave but little, if any, effect upon either the
historical or existing California intrastate operating deficit ex-
perienced by applicant rail carriers. _

The Tariff of Increased Rates amd Charges X-295-A has been
in effect on interstate traffic since August 19, 1973. The Tariff
X-295-A increases of 3 percent or less are well within the suggested
guidelines of the federal Cost of Living Counsel and the policy
adopted by this Comnission in Resolution No. A-4157 dated August 21,
1973. The applicant rail carriers state that in the event
any rates resulting from the application of the sought interim
increases exceed rates subsequently approved or prescribed by this
Commission after hearing, the carriers will refund the difference
between the increases resulting from the applicatioﬁ of the sought

2/ Increases in applicant rail carriers' rates and charges (Ex Parte
299) proposed in Application No. 54268 to offset like increases
in their zailroad retirement tax contributions are independent
of and in addition to the increases in rates and. charges. sought
in Application No. 54269. R
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X-295-A increases and‘any rates subsequeptly approved or prescribed
by the Commission with 6 percent interest. Should no increase be
authorized after hearing in this proceeding, the rall carriers will
refund the full amount of the interim increase collected plus 6
percent interest,

On November 16, 1973 the ICC issued its final order in

Ex Parte 295, Increased Freight Rates and Charges, 1973, Natiomwide.
In lieu of the gemeral increases not exceeding 5 percent proposed in
the xail lines' Tariff X-295, the ICC has now authorized, subject
to certain additional exceptions, the nntion s railroads to make
permanent the prior authorized Interim increases not exceeding 3
percent set forth in the rail carriers' Tariff X-295-A. A like
course of action would now be appropriate in this proceeding relative
to the sought increases on Californls intrastate traffic.
Findings

1. The Pacific Southcoast Freight Bureau, oo August 24, 1973,
filed Application No. 54269 requesting authority to increase ‘
California intrastate rail rates and charges by amounts not exceeding
> percent as set forth in Tariff of Increased Rates and Charges x—295.
Concurrently with the filing of Application No. 54269 the tariff
bureau petitioned the Commission for interim ex parte authority,
pending hearing of Applicatiom No. 54269, to incteasevsaidrrail
rates by amounts not exceeding 3 percent, same as previously auth-
orized for interstate rail traffic in ICC Docket No. Ex Parte 295,
dated August 2, 1973. This interstate authority was exercised by the
California rail carriers thxough the publication of a Tariff of
Increased Rates and Charges X-295-A, effective August 19, 1973..
In lieu of the gemeral increases proposed in Tariff x-295, the interim
increases not exceeding 3 percent set. forth in Tariff x-295-A was
authorized for Interstate rail traffic on a permanent basis, subject

to certain additionel exccption&.ﬁn ICC Docket No. Ex Parte 295 dated
chember 16, 1973. , o v
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2. The Pacific Southcoast Freight Bureau on November 16, 1973
amended its Application No. 54269 so as to except from the authority
sought therein the carload commodity rates om suger beets set forth
In PSFB Tariff 65-N. Pursuant to such action by the PSFB the
California Sugar Industry (Usion, Holly, and Spreckels sugar companies
and the California Beet Growers Association) withdrew its opposition
to Application No. 54269, as amended.

3. To the extent that the increases sought in Appl:l.cation
No. 54269, as amended, do not exceed the 1ike increases previously
authorized for interstate rail traffic im ICC Docket. No. Ex Paxte 295
dated November 16, 1973 such increases have been shown to be
justified for application om California intrastate traffic,

4. The increases found justified herein are in conformity with
the goals of the Federal Economic Stabilization Program and this
Commission's Resolution No. 4157 dated August 21, 1973.

5. The rates and charges of highway common carriers and other
common carriers published and maintained on the level of the present
railroad carload rates are insufficient, mreasonable, and .not
justified by transportation conditions to the extent such rates and
charges are both lower than the increased rail carload rates. and
below the applicable minioum rates. :

Conclusions '

1. Pacific Southcoast Freight Bureau om behalf of the Calif-
ornis rail carriers listed in Application No. 54269, as amended,.
should be authorized to establish by appropriate tariff supplement
the same increases on California intrastate txaffic as now authorized
for Interstate traffic im ICC Docket No. Ex Parte 295 dated November 16,
1973, except on shipments of sugar beets moving under the rail carload
commodity rates provided for sugar beets in PSFB ‘Iariff 65-N
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2. Common carriers maintaining rates based om rail rates
should be authorized and directed to increase those rates to the
level of the increased rail rates or the level of the othexwise
applicable minimm rates, whichever is lower.

3. Common carriers maintaining rates based on rail rates
which have been canceled or changed should be required to adjust
their rates to conform to the: changed rail rates. or to the minimum
rates otherwise applicable.

4. Applicant and common carriers should be authorized to -
depart from the provisions of Section 460 of the Public Utilities
Code and from the terms and rules of General Orders Nos. 80-~Series
and 125 to the extent necessary to establish the increased rates
authorized or required herein.

5. To the extent not authorized herein Application Nb. 54269
as amended, should be denied

-IT IS ORDERED that:

1. Pacific Southcoast Freight Burxeau, on behalf of the rail
carriers listed in Application No. 54269, as amended, is authorized
to establish by appropriate tariff supplement the same increases in
California intrastate rates and charges as now authorizedefer Intex-
state traffic by oxder of the Ioterstate Coumerce Commission dated
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November 16, 1973 in Ex Parte 295, Increased Freight Rates and-Charges,
1973, Nationwide, except that such increases shall not apply to the

carload commodity rates for sugar beets named in Pacific Southcoast
Freight Bureau Tariff 65-N.

2. Tariff publications authorized to be made as a result of
the foregoing authority shall be filed not earlier than the effecttve
date of this order and may be made effective not earlier than five
days after the effective date hereof om not less than five days'.
notice to the Commission and to the public, and said authority shall
expire unless exercised within sixty days after the efféctiwé date.
of this order. To the extent that departure from the terms and rules
of General Order No. 125 is required to accomplish such publications,‘
autbority for such departure is hereby granted.

3. The authority set forth herein is granted subject to the
express condition that applicant and the carriers om whose behalf it
is participating herein will never urge before the Commission in
any proceeding under Section 734 of the Public Utilities Code, or in
any otker proceeding, that the opinion and order herein ¢onstitute‘a
finding of fact of the xeasonableness of any particulax. rate or
charge. The £iling of rates pursuant to the authority herein

granted constitutes an acceptance by applicant and said carriers
3s a consent to this conditiom. S
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4. Common carriers maintaining, under outstanding authorization
permitting the alternative use of rail rates, rates below the specific
minimum rate levels otherwise applicable are authorized and directed
to Increase such rates to the level of the rail rates established
pursuant to the authority granted in paragraph 1 hereof or to the
level of the otherwise applicable specific minimum rates, whiche}rer
is lower. To the extent such common carriers have maintained such
rates at differentials above previously existing rail rates, they are
authorized to increase such rates by the amounts authorized in
paragraph 1 hereof, provided, however, that such increased rates may
not be lower than the rates established by the rail lines puxsuant
to the authority granted in paragraph 1 hereof nor h:!.gher t:han the
othexwise applicable minimum rates.

5. Common carriers maintaining, under outstanding authorization
pexmitting the altemrmative use of rail rates, rates based on rail
rates which have been changed or canceled and which are below the .
specific winimum rate levels otherwise applicable are hereby directed
to increase such rates to applicable minimum rate levels and to
abstain from publishing or maintaining in their tariff rates, charges,
rules, regulations, and accessorial charges lower in volume: or effect
than those established in rail tariffs or the applicable min Lo
rates, whichever are lower. '

6. Tariff publications required or authorized to be made by
comnon carrilers as a result of paragraph 4 hereof may be made
effective not earlier tham the fifth day after the publication by
applicant made pursuant to the authority granted im paragraph 1
hereof, on not less than five days' notice to the Commission and to
the public; and such tariff publications as are required shall be
nade effective not later than thirty days after the effectlve date
of the tariff publications made by applicant pursuant to the
authori.ty granted In said paragraph L.
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7. Tariff publications‘required to be made by common carriers,
as a result of paragraph 5 hereof, may be made cffective not earlier
than the effective date of this order on not less than five days'
notice to the Commissiorn and to the public and shall be made effec-
tive not later than thirtydays after the effective date of this order. .

8. In making tariff publications authorized or required by
paragraphs & through 7, inclusive, common carriers are authorized
to depart from the terms and rules of Gemeral Order No. 80-Series
to the extent necessary to comwply with said ordering'paragr#phs;'

9. Applicant and common carriers, in establishingfand-matn4
taining the rates authorized hereinabove, are authorized to depart
from the provisions of Section 460 of the Public Utilities Code to
the extent necessary to adjust long- and short-haul departures now
maintained under outstanding authorizations; such outstanding auth-
orizations are hereby modified only to the extent necessary tq-édmply
with this order; and schedules containing the rates published under
this authority shall make referemce to the prior orders authorizing
long- and short-baul departures and to this order.

10. To the extent not authorized herein Application No. 54269,
as amended, 1s denied.

The effective date of this order shall be ten days after |

the date hereof.
San Franciseo
Dated at ‘ . California, this /& o

day of __ NECEMPER » 1923

Commisuioner Vernon L. Sturgeon, being :
necossarily absent, did not participate
«1l- 1n tno dn...po.,:!.tion or ?.h:.s procooding.

Coomis sﬁoner J. P Vukauin. Jr.. being
gecessorily ahnent. 44 a0t participaxo
in the disposition of this‘prOQOOd;pgg;




