Decision No. / ZZ) & 2

TPORE TEE RAIIROAD . COMMISSION OF TEX STATE CF CALIFORNIA

Ia the latter of the Lpplication

of ISIAND TRANSRORTATION COMRANY,

under Section 63 of the Dublic Aoplication No. 11264.
Ttilitles Act, for authority %o

inerease ceritain rates for the

transportation of graine.

Semborn & Roehl and Delancey C. Smith,
for Applicant.

Seth Mann, for San Frencisco Chamber of
Commerce, Protestent.

sdson Abel, for Californis Ferm Buresw
Federation, Protestant.

BY TEE COMMISSION:

In this proceeding Island Transportation Company
mekes application under Section 63 of the Public Utilities
Ac% for permission to caancel its rate on grain from Stockton
4o San Francizco and Oskland of $1.40 per ton, minimum 100
tons, published in Item 20, page 8 of its Tariff C.R.C; No.

5, which will result in the application of the regular rate

of %1.60 per ton, minimum 30 tons, published in the same

itels
A public hearing was held before Exsriner Augtin
at San Francisco, when evidence was offered and the matter

was duly submitted. The grenting of this application was




protected by the Celifornis Farm Bureau Federation end the San
Trancisco Chamber of Commerce. The lstter, however, %ook no
active vart in the hearing; therefore, the Farm Bureau may

be considered as the only protestant, and will be referred to

as SUCh.

The record shows that between Jamuary 1 and October

31, 1925, spplicant hendled 58,522 tons of all commodities, and
exvected during the remainder of the year to handle about 5000
tons additionsal freight. Since approximately 75 per cent of
the total tonnage consisted 0f grain, apvlicant handled during
the ten months period in oumestion sbout 44,000 tons of grain.
The movement in 100 ton lots under the $1.40 rate in guestion
hes been light, no shipments heving been made in 1924, and but -
15 shipments in 1925. Ead the $1.60 rate been applied on all
the grain handled deiween Stockion and San Francisco and Oskland
wnder the $1.40 rates in 1925, the additionsl revenue would
have been dbut $525.46, thus indicating that the totsl movement
between these points in 1925 under this rate wes 2627.3 tons.
In order to Jjustify the proposed increase, applicant
introduced three exhibits showing the reveanwe derived from the
movenent of three barge losds of grain from Stockton to San
Francisco during June and July, 1925, and the actual cost of
handling these shipments. These are falrly representative
of other shipments of grain moving in barges and motor bbats;
The information contsined in these exhibits may be thus

gsunnarized ==




Total Ixpenses Expenses
Grain Grain - of transportation excludine:
Tonnage. Revenuo. shovn in exhibits. overhead.

630,186 # & 441.13 - $ 534.88 P 364.04
740,613 5l8.42 50%.91 280.31
~Z.143, 768 £ 1290.65 TI661.96 T025.50
or _or or or
1071.894 tons $1.40 per ton $1.55 per ton 4 «96 per ton

In errivins at the cost of $Ll.55 per toxn, epplicant has
excluded deprecistion and repsirs aund has included an overhead
cost of & .5993 per ton, which is based on the following expenses
for the period, Jamuary lst to October 31, 1925, inclusive:

0ff£ice Salaries - = - $17,841.60
0ffico EXponrses ='= = = = = 2,288.79
Insurance - - - m - 5,958.80
idscellaneous Zxpenses 8,619.63
Legal Exponses = = = = = = 362.00

‘Totel - 435,070.83

The cost per ton of $;5993 is derived by dividing the

total shown above by the total aumber of tons carried during this

veriod, viz., 58,522 toxns.

Protectants objected to thism overhead as belng ex-
cessive ia that it smownted to 33.8 per cent of the gross income
02 $103,478.48 received during the same poriod. (This item 18 de-
rived by deducting from the total income of §103,918.76, showmn
on Exhibit 4, the item 02 miscellaneous income smounting to

$440.28.) Protestsnt cited In re Golden Gate Ferry Co., Decision

No. 14725 (26 R.R.C. 172-178) snd In re Rodeo~Tallejo Ferry 0o.,
Decision No. 14728 (26 R.R.C. 188-~196), wherein the Commission

criticized the general expenses of these coxpanies as excessive
and allowed but a portion of them to be comsidered in determining

reasonable rates for ihese carriers. Following the Rodeo-Vdl lejo
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case, whero the Cormission sllowed general expenses amounting

to 9.7 ver ceat of the gross rovenues, protestant estimates
that e reasonsble sum to be allowed as general expenses in
tae instant case should not exceed $10.037.41 or $.171 per. ton.
As we have stated, applicant has not included any ale
lowance for maintenance of equipment. However, he introduced
testimony showing that for the ten months period ending October
31, 1925, this item amounted to $22,284.04 or 38 cents per ton.
Protestant objected to this figure as excessive, ¢iting the
R0de0-Vallejo and Golden Gate Ferry cases, supra, and Southern.

Dacific Ferry case (In re Southern Pacific Co., Dec. No. 156119,

26 R.R.C.., 682), and suggested that a proper amount to be &l-
lowed for this vurpose should not exceed 4.35 per cont of the
velue of the operative property, this being the aversge of the
amounts shown in the Rodeo-Tallejo and Golden Gate Ferry cases.
Based on applicant's 1924 report to the Conmission, ptotestant
has sssumed the velue of eprplicant's cperative property to be
338,680., which is less than the value arrived at on the bdasis
of avplicant's claimed deprecistion of ten ver cent, which would
result in s .valuation of $457,805. Assuming that a proper géin-
tenance charge should not exceed 4.35 per ceat of $338,680.,
wrotestant estimates this item at 21%,732.58 or $.251 pexr toxu.
The total transportation costs whidh should be charged against
this traffig7gstimated by protestant: as follows:

Labor, commissary end fuel = = - = § .94 por W1

General expense Ml o WL

laintensnce expenses __.261 ™ 7™

| Total out of pocket cost - - - - l.362 & "
(The first item of 94 conts is predicated on the agaumption that

the totel allowable income should not exceed $103,478.48 as ex-
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plained above.)

This, as it will be noted, is but 4 cents less than
the present rate of $1.40, which protestant contends wnder the
showing made is reasonable sud should be allowed to stand. Ve
are not disposed to seccept protestant's method of limiting the
general expenses of the epplicant to any fixed vercentage ar~
rived 2t in some other case. Each ¢ase must necessarily be
decided upon its own merits. We cannot assume thSt there is such
2 sinilarity between the Lactis shown in the Golden Gate and
Rodeo=~Vallejo Ferry cases and the instant spylication that any
vorceatage fixed as g meximum in the former cases should nec-
essarily govern us in determining & proper allowance for gen-
eral expenses in the vresent case. However, an inspection of
the statement o2 applicant’s general expenses convinces us
that the item of $17,841.60 for office salaries is excessive
for a transportation business such as that conducted dy appli-
cent. e bellieve that for the purpose of fixing rstes there
‘should be allowed no greater sum than 6000. per year as sala-
ries for tho managemeat of this vroverty. At the rate of $500.
ver moath this would result in a total sllowance of $5000. for
the ten month period in question. The difference between this
sum snd $17,841.80, or $12,841.60, shomld be deducted from

the total amount of genersl expenses claimed by applicant of

$35,070.63, Leaving & balance sllowsble for total genersl ox-
nense oFf $522,229.23 or $.379 per ton.

The Ltem of 38 cents mer ton for maintensnce has
not been chown to be excessive in this case. The decisions
cited by protesiant deal with substantiéily differing situ-
ations, involving different operating and traffic conditioans,
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consequently they can afford no criterion of proper maintenance
costs to e allowed in anproceeding stch as this. As we have
Stated, oach case must stand on its owmn footing and no genersl
rule csa well be establiﬁhed fixing = definite vercentage as
the limit ?or proper maintensnce charges to bg allowed in de-
termining ressonsble rates. Under the rocord inm thais proceed-
ing we believe that the item of 38 cents per ton for mainten-~
ance has not been shown to be excessives.

In view of what we have stated, it appears that the

following items are proverly sllowadle as representing the

direct out of pocket cost for handling the traffic in ques-
tion' Viz.-
Labor, commissary end fuel - - = - § .96 wer ton

General exXpoUSe = = = =~ = = = = = 379
Maintgnance - == emea - L38

Total out o2 ypocket cost =~ 514719
However, the total of $l.719 is not chargeable en-
tirely ageinst the down-stream traffic. We may fairly infer

Irom the testinony of awplicant's mensying omner, Ceptain
Benjamin Waltexrsz, that approximately 10 per ceat of applicant's
total traffic moved up-stream. Inasmuch as each commodity
s2ould vear 1ts full share of the carrier's operating expenses, |
it is but fair to hold that the cost of handling this traffic
should be credited with its due proportion of the up-stream
traffic. Allowing 10 ver cent for such traffic, there will

be o deductlon from the out of pocket costs shown above of
$.171 per ton, leaving a balance of $1.548 per ton, which will
fairly reflect the cost of handling this treffic. This does
not include depreciation nor taxes, both of which are sub-

Stantial items, and it also excludes the transportation charges




Zor operation of vessels which is also a substantlal amomat,

The average cost of $l.548 per ton for handling this
traffic exceeds the rate 0f 8l1.40 in question here, z2nd this
fact slone would seem to indicate that spplicant will be Justi-
f£ied in increncing its rates.

' It was alsovshown thet during the ten months period

ending Octover 21, 1925, epylicant's operations resulted in
a deficit of 580,770.14. It is anparent from this fact, and
also froz the sanual reporis for 1923 and 1924, which were
introduced in evidence, that spplicant has been operating at
o substantial loss. This also 1s a circumstance to be con-
sidered in determining this matter.

Applicant introduced certsin rate comparisons on grain

which may thus be summarized:

Fron To Rate per Ton

- {Port Costa & (San Francisco &
(Tallejo {Oakland - $1.50

(Sen Prancisco (Alameds &
{and Oakland {Berkeley - $1.50

(Ssa Francisco (Rio Vistas
( (Bird's Landing $2.00
(and Qaklsand (Dolan's Landing

Wish refersnce %to the rates between San Francisco snd Qdc-
land, end Alsmeds and Berkeley, it sppears that the haul from
tockton to Sem Francisco is four times as long and twice as ex-
pensive. In the last item the landings shown are below Rio Viata
and noarer San Francisco than Stockton, but because of bad land-
ings the asndling cost is st least 50 conis more per ton to Sex

Frascisco than from Stockton. ZEven deducting this 50 cents from

e




the $2.00 rates, the difference will be greater than the rate'af
£1.40 in issue here.

Protectant referred to spplicant’'s rate on peas and beans
srom Stockton to San Francicco and Oskland of $1.40 per ton, mini-
mum 15 tons, and $3.00 per ton for shipments uander 15 tons. How=-
ever, due %o competitive conditions, this rate is non~imtermediate
in spplication. Between Stockton and San Francisco, and inter-
mediate points, the rate on the same commodities is $2.30 per tom,
minimum 15 tons, snd $2.80 per ton for shipments under 15 tons.

Trotestant slso offered by way of comparison certsin rates
on grain snd mill feed baiween Stockton and Sen Francisco pub-
1ished by the Vehmeyer Transyortation Company and the Wheeler Traus-
portation Company, both of which are in competition with applicant.
It is suflicient to say thét there was no showiqg made of any simi-
larity iu the surrounding circumstences and conditions so, there-
fore, but little weight can be attached to such & shaowinge.

Under the showing made by the applicant wo believe that
the application should be granted. |

Upon full consideration of the evidence, we are of the
ovinion snd hereby find as e fact that the soplicent hes Justified

the cancellation of the rate of 41.40 yer ton, minimum 100 toms,

on grein bdetween Stockton and San Francisco ard Qskland set forih

in Item 20, page 8 of its Tariff C.2.C. No. 5, and the application
iy lieuw thereof of the present rate on said traffic between sald
points of $1.60 per ton, minimum 30 Bons, published in the same
item of sald taxriff.

An order will be entered accordingly.

Be




This spplicstion having been duly hesrd and submitted
and full investigation of the matiers and things involved hav-
ing been had and dasing this order on the findings of fact and
the conclusions contaiﬁed in the preceding opinion,

‘ro IS HSREBY ORDERED that the application of Island
Trausportation Company be gud the same ig hereby gronted and
that applicant be and it is heredy authorized, on not less
than ten (10) days' notice to the Commission and to the pud-
1ie, to cancel the rate of $l.40 per ton, ninimum 100 tous,
for the transpvortation of grain from Stocikton to San Francisco
end Oakland, published in Item 20, page 8 of its Terilf C.R.C.
To. 5, and to apply on said traffic, in lien thereof, the pros-

ent rate nowpublished in said item of said tariff, of 31.60

ver ton, minimum 30 tous, spplicable to the transportation of

grain betweon sald poinis.
Datod at San Francisco, Califoranis, tzis (2 % day of
-, 1926.

Commigsioners.




