Decision No. C; 22 _’-/—

IEFORE TER RAIIROAD COMMISSION OF TEE STATE OF CALIFORNIA.

In the Matter of the Application

of Pacific Steamship Company for ,
ax order suthorizing increase in ) .
freight rates between San Fran- AFFLICATION NO. 4986
ocizsco, Wilmington, Los= Angeles,

San Diego sand intermediate points.

MoCutchen,Tillaxd ,Mannon & Greene, by Farnum Griffiths.
for Applicant, '

H.4A.Zncell, for E.S.Rigdon of San Simeon and Cayucos,

Jokn S.Willie, <£for Sen Frencisco Chamber of Commerce.

LOVELAND, COMMISSIONER:

OPINIOX

The Pacific Steamship Company, applicant herein, 18 &
common carxrier of freight and passengers between pointe located
within the State of Califormis, of interstete traffic between
California poxts and ports north of the State line to snd including
Alesks snd 8lso cperates vessels on behalf of the TU.S.Shipping Board.
The texritory serxved by this applicent wes formerly covered by the
vessels of fa.ci:fic Coast Steamship Company, walch company retired
Hovembex 1, 1916 becamse of the sltuation developed by the war
neceasities.

The principsl ports reached by epplicant in California
between which it seeks to incremse its freight rates under this
application sre San Frencisco, Los Angeles, Wilmington and San
Diego. The present rates are published im P.S.S.Co.Frelght Tariffs
30~-4, C.R.C.¥0.16, 33-B,C.R.C.N0.18 and 32-C,C.R.C.N0.17, while the
proposed rates are set forth in Exhibits 4, B and C, attached to
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axd made part of the epplication. The latter teriff also carries

rates between the locsal ports of San'Franciaco, Sants Cruz, Morterey,
Saxn Luis Obispo and Santa Barbara oxn what is lmown as the Naxrrow
Guagé Route. covered by & aeparate application (XNo.4987), thersfors
no considerstion will be given the Narrow Guage rates in this pro-
ceeding. All of the rates here unier consideration became effective
June 25, 1918 and were incressed at the competitive pointa orn that
date by approximstely 25%, to conform with the advances made by the
Director-General of Railroads undexr his Genersl Crder XNo. 28.
" The principal incresses now proposed are 2% cents pexr

100 pounds in all of the class rates between Los Angelet and San
Prancisco; 5 cents per 100 pounds in the oclass rates betwsen
Los ingeles and Sen Diego; 4 cents per 100 pounds im class ratee
tetween San Francisco and Wilmington and an increass In all of the
class rates betweén San Pranciscoe and San Diego to the basis of the
propoded rates between Los Angeles and Sen Francisco, the incresses
in the San Dlego class rates ranging from &% centa to 16 cents per
100 poundas. Some of the commodity rates between Loe UAngeles and
San Frencisco are also edvanced, the changes affecfing the important
commodities to the extent of from 1% cents to 5 cents per 100 pounds.

Applicant bases its request for the higher rates upon the
incressed operating sosts, particularly in the items of fuel oil,
weges of longshoremen, crews, officers snd shop employees, insurance,
meintenance of freighx and ticket offices, provisions, supplies and
laundry. A number of exhibits are attached to the spplicstion
gsetting forth in detail the Linancial condition of the company, its
operating revenue and expenses and the value of the steamers employed
in the California territo;y.

ipplicant, in its domestic traffic, operates a fleet of
some twenty vessels, ranging in capasity from the Steamer Homex

witk 501 to the Steamer Governmor with 5474 gross tons register.
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The book value of vetitioner's vessels used in intrastate
sorvice over the San Frencisco-San Diegé rotte, exclusive of the
Steamer Homex, &3 of July 31, l9l9,lwas as follows:

DEWEY § 418 1113

Poxragut . 422, 258.37
Governoxr *X,458,2398.36

President 1,408,309.67

Queon 244 ,238.08
Sehley 418,548.71

Spokane 309,509.83
0OTAL- FE.7VT,574.3T
With the exnept;on of the Steamex Spokane, which opexrates
exclusively between San Franciseo and Tilmington, these vesselse sre
used between Seatile and San Diego handling intrastate tomnage in
connoction with the through traffic. In addition to the investment
in steamers, as set forth in the spplication, petitioner alse owns
other property engaged in the service, such as docks, terminsl
oquipment and office furniture, but in view of the fact that the
cnanges in rates contemplete no revenue for return upon investment,
it will not be necessary for the benefit of tris Proceeding to
require & valuation of the entire property. -

Exkibit E, atteched to the application. sets forth that
Zor the seven months ending July 31, 1919 the Puget Sound-Southern
Celifornia Route, south of San Frencisco had a gross revenue of
$1,013,121.77 and an operating expense, including insurance and
depreciation but exclusive of texes, of $1,179,586.06, leaving net
earnings (deficit) of $166,463.29, a ratio of opersting oxpenses to
eaxnings of 116.43%.

In another statement it is shown that the aversge loss
por month for the entire property during the first 8even months ¢f
1919 was $70,717.73 and it is estimated the monthly loss under the
incraeased operating expenses assumed on August'l. 1919 vecause of

increases in-wages will, unier the present rates, result in an

average monthly less of $169,028.12.
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Teking the property as a whole, applicent alleges that
1ts total losses for the seven months ending J‘aly 3L, 1919 wexe
$495,024.14 and that 1ts estimated losses £or the Pive momths end-
ing December 31, 1919 will be $845,140.60, making & total estimated
loss for the year 1919 of $1,340,164.74. It Ls also estimated that,
under the present rates and the increased wé.ge 8chedule effective
dugust 1, 1919, the loss for one yeer covering the entire property
will total $2,028,337.14; (includes state, imterstate ani forelign).

Exhi‘nit P comparess operating costs for the months of
July-dugust,l918 with July-August,l919 snd without goling into a
conmplete review of this exhibit 1t will suffice to call attention
to the more important changes and average incresses, viz: Fuel 04l
from 21% per-baxrrel at San Francisco to 148% per barrel at San Pedro.
These :;;#dical Increases were caused by the expiration of old oi\l
contracts entered Into several yeaxrs ago when the price of this
commodity wes low. Iongshoremen's wages& were increased 25%: the
wages of crews and officers show increases ranging from 13.56% in
the Purser's Department to 27.22% in the Engineer's Department:
office expenses show various increases ranging from 20.60% to 43.97% .
and the cost of provisions from 3% to 274.

48 illustrative of the changes in wages the testimony
shows that on tl;e Steamer Queen the master was inereased from $275.00

%o $343.00 and the chief engineer from §225.00 to $318.00 per month.

The longehoremen's wages have been advanced from 80 cents to $1.00

pexr bour end their overtime paj from $1.20 to $1.50 per hour.

4 check was made In connection with the Steamer Spokane
operating exclusively between San Franclisco and Wilmington and it
was found,with & freight revenue of §168,609.00 that the stevedoring
of the freight costa $85,146.00, or a retfo of 53.7%. |
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Exhibit G, an estimate of the incressed operating
expenses for & 3even-ponths' period under the advanced costs
effective August 1, 1919, shows the following:

Wages, Deck Depaxrtment
Cvertime, hendling cargo, Deck Dept.
Other overtime, Deck Devertment

Wages, Engineers' Department
Overtime, 7 v

Vages, Stewards' Department

Wages, Pursexrs, Freight Clerks,etec.

Overtime, Stewerds' Depertment 3,522.48
Provisions, 10,304.46
Stevedoring Froight 67,217.25

Stevedoring Beggage 1,142.15
Stevedoxring, Sorting, Piling, etec. 523.30

Board liorey 1,144,75
T02 AL - - - JII0 00075
This exhibit iz intended +to illustrate that had the
wages, etc. made effective tugust l; 1919 been in effect Jenuary 1,
1919, the loss on California intrastate traffic for the seven
months ending July 31. 1919 instead of being $166.463.29 would have
boen $285,464.08, without considering the pro’rata of overhesd
expenses, which, if added, would have mede a total loss in eXCo8s
of §300,000.00.
The total freight treffic handled between the intrastate
roints covered by thic application for the year 1918 wae 157,626

tons. During the first six months of the yeexr 1919 the tonnege

carried was as follows:

Sex. Francisco and intexrior points,
via Tilmington ~ =~ 11,450 tons
Sex Francisco and Los Angeles~ - 48,356 ©
San Fronclseo and San Diego =~ - 13,370
& totsl of 73,176 tons, indicating'that tho grend total for the

yeaxr 1919 will be somewhat loss than that hardled in the Yoar 1918.
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A witness for applicent estimated that the increases in

freight rates would add epproximstely $150,000.00 per annum to the
gross revenus; he explained further that the rates on some commodities
have not been incroased at all, fox the reason that the present rates
are 80 close to the rates being assessed by the competing railromds
any further inoreale in the steamship rates would result in & loss of

tonnaga.
Another witness for the company testified that other and

further relief was being sought through appllication made to the
Interstste Commexce Commission and the U.S.Shipping Board, but thet
the continual incresses in operating costs has rlaced the coastwise
steamship lines inm a very precarious sifuation, due to the short haul
traffic and the frequent and expersive handling of the freight. In

his opinion, unless conditions improve, or another increase in rates,
predicated upon an increase in the expected advance in rail rates, is

secured, the operations of these steamers camnct be msintained.

Commercisl oxrganizetions at San Franc;sco. Los Angeles,
Sex Diego, Santa Cruz, Montersy and Senta Baxrbare were notified of

the hearing to be held in this proceeding; notices were published in

the deily vress of the three first-ramed clties; pested on spplicantts
wvherves at Moss Beach, Sean Simeon, Cayucos, Port Sax Iuis exnd Wilmington

but notwithatanding this publicity no one except a representative fronm

San Simeon~Cayucos appesred in opposition axnd the interest. manifested
by Ser Simeon and Ceyucos was directed agalnst s discontinuamce of the
sexrvice rather than the volume of the rates. The Ssn Franelsco

Chaﬁber of Cormerce end the JAssociated Jobbers of Los ingeles sumounced,

through thelr authorized representstives, that upon the showing made

trey could offexr no opposition to the applications belng granted.

The instant spplication is ome of four (Nog.4963-49586-
4987-4988) heard together October 9th, with the stipulation thet



be
relevant testimony would/used in coxmection with the different

applications. and in view of the fect that the financial situation
is reviewed in this opinion, the details will not be repested in the
opinions and oxders in the otker three proceedings.

From all the exhibits and testimony presented in connection
with this proceeding, the comclusion is inevitable that applicent
must have additionel revenuwe to eneble it to continue its business
and maintain & service that will meet the requirements of the
traveling and Shipping public.

I find as & faect that the present freight rates are

unremunerative and that the rates proposed in Exhidite A, B and C,
attached to and made part of the spplication, are Just and reasonsble
I recommend that the application be granted and submit the

following form of oxder:

Public hearing having been held in the above entitled
proceeding, testimony heving been presented, the case having been
submitted for decision and the Reilroad Commission having reached
the conclusion that the rates now being charged are unjust and wm-
regsonsble,

IT IS EEREBY ORDERED that the Pacific Steamship Company
be authorized to establish within twenty (20) days from the date
of this oxrder the incressed rates as set fo;th in Exhibits 4,B end ¢




atteched to and made part of this application, which rates sare
fourd to be Just and reasonsble.

The foregolng opinion a.nd.. ordexr are hereby approved
and ordered filed as the opiz;ion and ordexr of the Railroad
Commission of the State of California. 2,(

Dated at San Francisco, Ca.lifornia, this _&‘day

of CQ—c:LT-«Lu., 1919.
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