Decision No. EATITYN | @ RH@HMAH,

BEFORE TEE RAXLROAD COMMISSION OF TEE STATE OF CALIFORNIA.

In the Ma'tter of the Abplication of JOEN BYRNE,
AGENT, under Powors of Attorney and Concurrences
on rﬁle with the Commission, for the rollowing
carriers:

Heamond Shipping CoOa, I.td.,
(Christenson-Zammond Line)s

Los Angeles=Sen Francisco Naviga‘bion co., Ltd.;

UeCormick Steamship Compeanys;

Nelson Steamship Companys

Pacific Stesmship Lines, I.td.,

Application
No. 20535.

for an order --a.uthorizing e.n increase in cortein
freignt rates.

R L L

sl Bt B s Ve Vgt s Vst S b St Vvl NtV Nl Nt Nl el Vgt Nl Nanetl o e W

In the Matter of the Investigation on the Commise
sion's own motion into the rates, charges, classie
fications, rules, regulavions, and practices of
common carriers of property for the transportation
of certain commodities between Sen Francisco, on
the one hand, Los Angeles, Los Angeles Earbor, Long
Beach, and Sen Diego, on the other, and other
points affected thereby.

Case No., 4128.

In the Matter of the esteblisbiment of maxizun or
ninimum, or maximum and minimum rates, rules and
regulations of all radial highway common carriers
and highway contract cerriers operating motor

vohicles over the pudblic highways of the State of
California, pursusnt to Chapter 223, Statutes of
1935, for the transportation, for compensata.on or
hire, of any and all commodities, and accossorial
services incident to such transportation. ‘

Case No., 4088
Paxrt wIv,

APPRARANCES

Lillick, Olsen, Levy & Geary, end Reginald L. Vau@han

- for Applicant in Application No. 20535, and for Pacific
Coastwise Conference in Case 4128.

Elmer Westleke, for Celifornia & Hawed {eaSuzexr Refining
Corporation, Ltd., and Western Sugar Refinery.

James L. Broz, for Valley Express Compeny.

Edwerd K. Berol and Roy B. Thompson, for Truck Owners
Assocletion of Californis.

Thomas F. Louttit and J. Richard Townsend, for Stockton :
Traffic Bureau, City of Stockton, Stockton ' Port Distriot,
Stoclcton Chamber of Commercc, and Sen J'oaquin Coun.ty Form
Burean Federation.
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APPELRANCES (Cont 'a)

Frenk L. Chandler, for Certain=teed Products Corporation
and Richmond Cheamber of Commerce.

G. E. Duffy and Berne Levy, for The Atchison, Topekea and
‘Sente Fe Rallway Compeany, respondent in Case No. 4128,
end interested party in Application No. 20535.

Welter A. Rohde and Edwin G. Wilcox, for Seax Francisco

.~ Chamber of CommeXrco. -

Re E. Wedekind and James E, Lyons, by James E. Lyons, for
Southern Pacific Company, Pacific Motor Trucking Company,
axnd Paciflie Motor Transport Company.

Frank Keryr, for Pacific Electric Rallway Company.

Edward Stern, for Rallwsy Express Agency, Inc.

Senborn & Roekl, dy C. Macleod, for Tre.nspor‘cs.tion System, Inc.,
Union Lumber c:ompany, calirornia Western Reilway & Navigation
Company, Méndocino County Retalil Lumbor Compeny.

Sandborn & Roehl, by C. Macleod, for I. T. Ellington,
Ellington Brothers, Sevege Trans;port Company, Inc., Savage
granspomation Company, E. J. Willlig Truck and Transportation

ompany.

Fred C. Hutchinson and Gwyn E. Beker, dy Gwyn H. Beker, for
City of Berkeley, Berkeley Manmacturers Association, and
Berkeloy Chamber of Commerce.

William Glesler, Jr., for Los Angelea-Long Beach Despatch Line.:

J. A, Lincoln, for Floreboard Products, Inc., the Independent
Paper Co., Gless Containers, Inc., Charles Harley and sub-
« sidiary compenies.

R. P. MeCerxthy, for Leslie-Calirornia Salt cOmpany and Globe
Grein & Milling Compeny.

E. Jo Forman, for CGlove Grain and Milling Company.

N. B, Kellexr, for Pacific Portlanld Cement Company.

Re. O Bledenbach, for M.J.B. Company and Western Can Company.

Jon E. Mcc'c.rdy, for Poultry Producers of Central Celifornia.

R. T. Boyd, for Californie State Brewers Institute, United
- Commerclal Compeny, Soule s-t:ee:!. Company, W. Se D:!.clcie clay
Manufacturing Company. -

John J. ?arke:-, for Bemis Brothexs Bag Company.

- Ae Jo Brown, for The Paraffine Compenies, Inc.

R. F. Walkex y Tor Western Sz..gar Refinery and Spreckels

' Sugexr Company.

E. W. Hollingsworth and I.. R. Bisb.op, for Motor Carriers ‘
Traffic Counecil.,

J..Go Breslin, for Celifornia & Hewailan Suge.r Refining
Corporation, Ltd.

M. J. McCart:hy and Stanton & Berry, dy M. J. MeCarthy, for
Ve Po Fuller Cooy, E. H. Edwards Company, and Sta.urfer Chenical
Company. -

Ce Bo Eutchins, for Schwabacher & Compeny.

F. Merklebach, for Albers Bros. Milling Company.

I. o Lyon and L. R. Keith, for Ceanners Leegue of Caliromia..

F. B. BEarting, fox Owen..»-Illinoi., Pacitic Coast Company.

J. L. Roney, .for Sussman, Wormser & Compeany.

C. G. Anthony, fox Pacific Froight Lines, 2501 South Alameda.
Street, Los Angeles. - ‘

Re A+ Auten, for Stokely Brothers Company.

E. Co Cantelow axd H. Hendrick ror Pac;ric coastwi.,e
Ccmrerence. ; e




APPEARANCES (Comt'd)

L. Weme, for National I.ead. COmpany. ;
W. Co Thies, for Johns~lenville Corporation.
E. Wede, 'tor Wade Trensportation Compeaxy, Los Ane;eles.
E. Bracheayr, for Los Anzeles Chamber of Commexrce.
C. Reynolds, foxr Harbor Department, City of Sen Diego.
R. Sawyer and R. E., Crendall, for Associated Jbbbers and
Manufacturers of Los Angeles.
George P. Reahe,  for Los Angeles Sos.p Company. ,
D. G. Shearer, for Certificated Highway Cexrriers, Inec.
B. F. Bolling, for Piomeer~Flintkote Company.
R. J. Beck, for E1 Rey Products Compony.
Roy E. Bamks, for Long Beach Paper and Notion Compeny. -
T. A. Loretz, for Los Angoles Traffic Mamagers' Conference.
T. G. Differding, for Ogkland Chamber of Commerce.
Cherles A. Bland, for The Board oi' Harbor Commis ioners
. of Long Bea.ch. o

¥F. F. Morgen, for Furniture Manuracturers Ass ociation,

. Los Angeles.
F. W. Turcotte, for Letchford Glass Compe.ny a.nd.

. for the Stauffer Chemicel Compeny.
N. B. Wegrer, for W. P. Fuller & Cox LDALY .
‘Donahue, Hynes & Hemlin, dy L. S. Mcmlwain, for

.. National Express Company. ' :
EZ. J. Damon, Jor Ames-Harris-Neville Company.
R. 0. Bredendach, for M. J. B. Company and Western Can Company.
lowe P. Siddons, for Eolly Sugar Company in Case 4088, Pert I,
. and Application No. 20535, and Case 4128. -
'F. P. Rensinger, for Loose-W.'Lle.. Blscuit Company.
'Iohn M. Desch for Owenf-Illinoie-Paciric Company.

BY THE COMMISSION:

'.T.'b.e above entitled proceedings deal wi‘ch the ixetion

of rates, cha...ses, classirications, wx:z:l.e‘s, regula‘cion.;, a.nd Prace

tices governing the tra.nsporba‘tion vy various carriers, opera.‘bing
under the Comission'° jurisdic’cion, of certain commodities between
the Sen’ Francisco d‘strict on’ the one hand, a.nd tb.e I.oe An@eles-
Los Angeles Earbor-l-ong Beach and Sen Diego districts on the other
hand.




Public heariags weTe conducted in these proceedings vy
Bxemivor Ewnter at both Sen Frencisco and Los Angeles. ’I'he’ Tirst
searing was held in Sexn Framcisco on Jume 11, 1936, and the last
one at Sex Fren¢isco August 6, 1936. At the ;.attef h.e"ai;ing the
testimony was concluded subject to ~th_é T11ing of concurrent o;ién—
ing vriefs Within'twénty days Trom August 6, 1936, and concurrent
roply briefs within twenty days thereafter.’ Case No. 4088 was
adjourned for further héa'rine;s‘ in tlﬁiﬂ.s genoral procqed.inlg';”.v

No ‘cﬁ_bjeétio‘n’ wes Taised to the Zxemiper's prqib‘d'sai thet
the threo matters be considered together £or the. I‘m‘:'-poé.‘egbf‘ta}cing

testimony end decision. Briefs have now been Teceived in sccordence

with the plen outlined and the matter is ready for decision.

PROCEEDINGS INVOLVED

Tn Application No. 20535, waich was filed May,7,
1956,(1)_ the Commission is asked %o neke 1ts order approving
specific increeses in ratés, together with chenges inm "t_,he- |
rules aﬁd. regulations governing the tramsportation of 29
comodities or commodity groupings(z)moving in lots of 18,000
pounds or more, as set forth in Exhidit "A™ attached to the ap-

plication, and to simltaneously prescri‘ée‘compaxablo increases

(1) Applicents ere: Iammond Shipping Co., L%d., (Christensop= .
Hexmond Line); Loz Angeles-San Francisco Navigation Co., Ltd.s
McCormick Steamship Compeny; Nelsom Steemship Company; Pecific
Steamship Lines, Ltd. ' o

Alumine, -sulphete of; Bags & Bagging; Beverages; Caps, Covers,
Tops (Bottle); Carpets end Carpeting; Chocolate, Cocoa, etc.;
Coffee; Dessert Preparations; Zarth, infusorial; Glassware,
taking 4th or Sth c¢lass, including bottles; Iron and Steel .
Artlicles, including Bar, Band, etc.; Pillets & Blooms:; Cast~
ings, Forgings, Bolts, Nuts; Wire Cloth, Netting, Wire, etc.:
Lard and Lard Substitutes; Metal and Metel ‘Articles; 04l Foots
or Sediments; Peints, varnishes; Rags, Waste Peper; Ralls, viz:
relaying; Roofing & Building Material; Salt; Shells: Soap,
Cleaning Compounds; Soap, Socp Powder, Lard Substitutes; Spikes,
rellway track; Suger; Tea; Tires, Tubes; Wheels, railwey car.

S o




in the rates and chemges in the rules ard roguleticns governing
~the tremsportation of these same coxmodities by all competi‘tive: o

Common Cexriers, as defined in the Public Utilities Aet, as well

as all Radiel Eighwaey Common Carriers and Higahway Coiwract Cmiérs,

as definevd.in'fhe Bighwey Gé:rriers' Act., Eereinafter the water.

lines will de sometines referred to as the applicents. -

Case No. 4128 was instituted by the Commission on its own
motion, lay 18, 1936, to determine whother or not changes should de
made in the rates, rules, regulations, etc., of réépond&n‘t_ dommon
Carriers named in Schedule "B" attached thereto,(s? who ‘aTe engaged
in the transpo:tgtion of the seme 29 commodities as ere outlined in
Application No. 20535 and moved detween tpe sexme points. |

Caso No. 4088 was Institutod pursuent to the authority
grented the Commission wder the terms of the Eighway Cerriers' Act
(Chapper 223, Statutes of 1935). A full discussion of its p'urposo,v
the prc;ced.ure to bé followed, and other matters of gemersl concexn

releting to the proceeding are contaimed in Declsion No. 28751, issued

(3) Respondents sre: Bay citles Transportation Co., Berkeley Trans-
nortation Co., Bey Shore Frelght Linmes, Inc., Chemberlin Steean-
sbip Co., Los Angelos Steamship Co., Richmond Navigation & Improve-
mezt Co., River Lines, Hgmmond Shipping Co., Ltd., Los Angeles~
San Francisco Navigation Co., Ltd., McCormick Steamship Co.,
Peclific Stoamship Lines, Ltd., Nelson Steamship Co., San Diegow
Sen Francisco Steamship Co., Los Angeles-Long Beach Despatch Line,
Inc., Sacremento Northern Reilwey, The Western Paciflc Reilroad .
Co., Petalume & Sante Rose Railroad Co., Northwestern Pacific Relil=
road Co., The Atchison, Topeka & Sente Fe Railway Co., Southern
Pacitic Company, San Diego & Arizona Eastern Railwaey Co., Zolton
Tnterurban Reilwey Co., Pacific Electric Railway Co., Central
Celifornia Tracvion Co., Stockton Terminal & Eastern Railroad, .
Modesto Empire & Traction Co., Union Pacific Railroad Company,
T4 dewater Southern Reilway Co., Los Angeles Junction Ralilway Co.,
Pacitic Motor Transport Co., Valley Express, Californle Motor
Exprecs, Southern Califoranie Freight.Forwarders, Coast Line Ex-
press, CeliZornia Motor Tremsport Co., Lid., Celifornias.Truck COs, =
Star Truck end Trensfer Compeny. - ' - ‘ :

-
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April 27, 1935, 4n Pert "A" of Case No. 4088 (39 C.R.C. 732). Part
“I" ot Caso No. 4088 :I.nvolves the seme Ileld of transportation &s
'c.o.at involved 1n Application No. 20535 and Case l\To. 4‘.1.28, buu is con~
ﬂnod to tho oPemtions of Radiel Highway Common. Carriors and Eighway
Contract Carriers , 23 derined in tho saﬂ.d Highway Carriers’ Ac‘c.

POSITION OF THE WATER CARRIERS

The epplicents in Application No. 20535 allege that during

the past several years they have beon confronted with stezdlly in-
creasing opo:‘a.ting expenses, due, principelly, %o ;.noreasod basic
and overtime wages of 'stevodores and crews, a marked decline in the
efticloency of ladoxr, both oz shoro and adboerd ship, and incroasod
prices of fuel, oll, provisions, stores, etc. Since Jamuary 1, 1930
these Iincreased costs have been acco:ppanied by a steadyend substantial
decline in ‘gpplicents' freight rates and & loss of dosira"bloftonnag.o':
to uoompeting.carriora:during the same poriod of time.. Tho,im:ro- |
duction .of operating economies end retrenchments heave felled to drrord'
ma;aerial relief. The result, it is alleged, 1s a. serious impalrment -
02 the Linancial resources. or the applicent carriers and an. 1mpa1ment
of thelir adllity to provide en efficlent and adequate so,rv:!.oo' to thqr"‘
public. | ) B ‘ | .
'I.’ho seriousness or the ...ituation is sup'oortod by the ract _ ‘.
that in 1954 there were seven wa't:or ca.rriors oPera'ting solelmin the;
Calirornie. 1ntrastate trade, ‘while at the tine of ﬁling 'this appli-
cetion, only one .rema.ined viz., the Los Angeles-San Francisco Na.vi- X
getion Company, Ltd, Four intor.,tato lines were, provid.ing intraatate
service when this a.ppli.ca:cion was filed, viz., Hemmond Shipping Co., .
L1td., (Chr.:.stonson-Hammond Line) MoCorm.‘chc Steamship Compa.ny- Paciricf
Steamshiyp L.’mos, L‘cd., and vhe Nelson Stoemship company'. The last 'two _

remed have been opera‘cing undor protoct" on-of Sectlion 77B of the
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| Nationel Bankruptcy Act. JLly 1936 thc Neloon Steam&hxp
Company coeas cd Operating eltogetaer, thuo loaving only three
,interstetc operetors who ofiel intrastaoe se"vice. Applicante
’state that unless immediete relier is obtained a ‘urthcr scrious

/- .

curtailment or intrastate c'e:.'vice is inevitable.

As ou viined above, the epolicents requeot permis ion,(%)

(4) The request of applicants s %o be summod up as rollows--
© o 0. (See Bxhivit I-14, emended, page 8). : :

- FIRST: That the *etes and minimum welghts set. forth in this
Exnivit be fixed aud adopted by the Commission in
its order in those proceedings for water, reil end
trucx carriers

SECOND: Thet the existing relationships in epplicents' reteo,

: - :also in the rates of the ellerall carriers, as between
Sen Frapeisco Bay and (a) the Harbors of Los Angeles
and Long Beack and (b) Los Axngelos end San Diego” pro-
per remain unchangod. The proposed lncreased rates
for rail and water -hereln set forth are be ed upon .
such existing reletlonohipo.

Tnet owing to the emergency nature or this epplica—
tlon, these retes be mede effective dy o*der on not
more. than ten (10) days' notice.

Thet competitive conditions do not justlfy the prec- '
tice of rendering split pick-up and/or split delivery:
service or carload shipments by radial cormmon axnd highe
wey contract carriers. That if the Commission should
determine such services are required that they bde per—
mitted under the following spcciric conditions onlys

(1) That such services may be rendered only when:
the entire lot of property is picked up from not to
exceod three consignors at one or more points of
origir destined to omne consignee at one destination,

. o> picked up from ore cousignor at one point of origin
and destined to not to exceed three consignees at one
or more destinations. - _

- (2) That whenever split pick-up service is performed
the welight on each component part picked up from each
consignor shall be assesseld at the rate apnlicadble for
the eatire lot from the hizhest rated point of origina
to destination plus a sum equal to 1 cert per 100 lbs.
for the weight of each plck-up. but not less than 2
sotel =sum egual to 1 cent per. 100 1ds. epplied to the
requlred minimum woight.
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Tootnote (4) Cont'd

FOURTE: (Cont'd)

(3) Thet whenever split delivery service is
performed the weight on each component part of
the entire lot from the point of origin to the
righest rated destination saell be assessed a
sum equel to 1 cent per 100 1lds. for the welght =
of each delivexy dut not less then a totel sum.
equel to 1 cent per 100 1lbs. applied to the Tew-
Quired minlmum weight. : ‘

That whenever, in comnection with the proposed
ninimum truck rates from or 40 Industries located
on spur tracks, any truck carrier performs the :
soexvice of handling freight Lrom sidewalk or loadw
ing platform into the interior of the truck at
point of origin and from the interior of the truck
to the sidewalk or unloading vlatform at point of
destination, such handling services chall not ‘be
performed at less than twenty cents por ton for
each handling, such charge to be in addition to
such proposed minfimum truck rates. - - .

That whenever any truck carxier performs the ,
service of handling frelight from place of west in
warehouse 0 tall gate of truck at point of origin
and from teil gate of truck to place of rest im . -
warehouse at point of destination, such handling
sexvices shall not be performed at less than texn
cents poxr ton for each handling, such charge to
be in addition to the rates herein set forth. .

That whenever any truck carrier displeys adver-:
tising metter Lor any shipper on the ,trucks oper- -
ated vy it, such carrier be ordered to meke a - - .
proper and reasonable charge for suck advertising
in addition to the rates herein sot forth. =




under Section 63 of the Public Utilities Act, to publish and pub
into effect at &s oerly & date as possidle rate increases upon the
certain commodities named herein. To meet the competitive situation
arising from reil end truck carriers, the applicants rurther requeet
that no increase be prescrived in the rates of the stoawer lines
unless and until'ﬁropcrly relatedladjustmento are. likewize ordered
iz the rates or the competing land carriors for the same commodities
between the same or relezcd.poinx- This involves corresponding
adjustments 4dn the razes of competing rall carriers and the simnl-
tencous establishment of minimum.reaoonable raxes for. the competing
highway cerricrc. Applicants do not here propose “+0' disturb the
differentials now existing between rall and'water rates, bux they
introduced testimony concerning the noed for a dirrerential in weter
rates under truck rates. ,

-Applicants elso request'thex in comnection with truck

treasportation, certain charges be mado for "additional tran porta-
. tion" or “eccessorial” services performed. i o
“ " The conmodities set forth in this epplicetion, upon which

increases in tranuportafion rates are soughv, were those sclected by
the applicants for an 1mmediate increase to meet their stres sed
Tinancial condition. They constituxe those 1tems moving principally
between San Frenc‘sco Bey polnts on the onme hemd and the Southern
Celifornia poxrts and adjacent areas on the other. Ccmmodities movirg
freely between all sections of the State were generellyvavoided due
to the coxmplexity of the rate rclationehips.inyolved.and The possi-
bility of deley arising from hearings being necessitated im the |
interior perts of the Stave.

According to epplicants, the need for rinancial relief
cen be shown by epplying a cost figure of 1%9.7 cents per 100 poundc
(explained below) to the 1935 totel intrastate tonmage of the Los

Angeles=San Francisco Navigation Compadny and the MeCoxrmlck Steamship
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Company, in which case there would Tesult a gross revemue of $697,908.

The actual Lntrastate revenue was only $566, 575, ox_approx;mately

wlSl 533 less than cost plus profit. EHad the increasea ra%es Pro=-

posed hereln deen eapplled to'the 1935 tonmage of the commodities in-
volved, the alded revemue would have been-$74,588"lea#ing the cerciers [
short of & compensatory return by £56,945. Witnesses. testified’ that

it was tho plan of the applicents 10 later request relaxed*ingreases

1o the rates on certein of the remeining commodities;‘wﬁichfwefe'

cusceptible to increases and which should yield epproximetely $56,000

additional revenue. Such an spplication wasiriled,on,July'39,71936.

t the Tequest of applicent to date 2o action has been taken on this
application.. | |

| Applicants requested. that the p:oPosbd‘incrdases:in
rates be not only appllied to directly competing land movémenms‘bux
that they be extended in ome form or snother to points where market
competition isia factor. For instence,. sugaxr moving:rfdmrwracy;iw
Manteca, Spreckels, Oxmerd, end from the Southern Calirornia‘dis-
trict near Dyer closély competos with sugar'rerined'and'moving
between Sen ?rancisco Bay ports and Los Angeles. Concerning in~. -
fusorial earth it wes testified.thet the movement from: Lompoc is
controlling in so‘rar as price making-is.concerned.. Likewise, ;Tf
crude salt. from tho. Inporial Valley affects the rates Lrom San
Francisco Bey. Apolicants, therefore, requested that any ad—
Justment ) the-rate_betwgen the Sen Francisoo'Baardist;ict and the
Los Angeles district on these three cbmmodities'be'predicated\upon;
e properly felated adjustment in the rates from these compeﬁing‘
interior points.
In subport of thelr. applicax;on, a witness for applicantv

reviewed the histo*y oL the rameu of the Paciric Coast Conrerence(s)

(5) & steamonip conserencs composed Of Feclfic COastwise vessel
operators end oI waich the epplicanx lines are members._

=9=




since the publication of itz first tariff effective December 1,
1926, From that date to January 1, 1930, the rreight\rate structure
of the water carriers underwent 11§tle change, the only competitibn
of consequence belng that of the allerail carriers. The unregulaxed
truck lines did no% become & serious factor wntil the rirst part of
1930. The first Conference tarift conzained through rates between
Sen Franczsco Bay and Los Angeles proper, in conjunction with the
rell .lines beyozd Los Angeles Harbor. I% elso contained ratos
betweon San Frameisco end Los Angeles Eh:bor, Long Beech and San.
Diego. |

' During the early months of 1930, indépendenx OT DOn~-
conference water cerriers entored the intrastate field offering
rates Yo Los Angeles Harbor end Long Beach substantially lower
thau those maintained by the Conference lines. This resulted 4im
genorel in the combination of the independent carriers® rates +o
the Earbor, plus The charge of the unreguleted truck carrieés beyond,
being substantielly lower at Los Angeles then the joint ocosn-reil
Tates meintained by the Conference lines. Before the close of 1931
there were three such irndependent cerriers operating between Saﬁ
Franci co Bay and Los Angeles Harbor, viz., the Los Angeles—Long
Beach Despatch Line, the South Coast Steamship Company, and the
Saxn Dieso-San Frencisco Steamship Company. Theue'constituto three
of the six carfiers which in the.yaSt yoaxr oOr more havé coasod
ective intrastate service.

Witness for the applicanxs introduced. Exhibit I-3~to
indicate the extent of the rate reductions which it was testiried
were forced upon the applicant cerriers by the,opqrgtions of the
uhreguleted truck carriers anﬁ;the_nbn-conrerence water carriers.

Reductions thus mede betwban Sen Fr&ncisco'Bay'poinxs and Los

Angeles, Los Angeles Harbor, and Long Beach bave beon g&aatig, ’
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renging principelly from 2 to 15 conts per cwt. below the 1926
;evel of rates which lay generally botwoen 20 cents and 30 cents
per cwt. Ia terms of nercentages, these reductions amounzea o E
from 10 per cent to SO per cenm and in a few’ ca.es were ag h;gh
as 65 per cont. The ;ncrea¢os prOposed herein by the applicanxu
Tenge from 1} certs to 8 cents per ewt. with the larger portion
at 5 cenzs. . The inc“eaoe avex agew 97.6 cents per ton - over tho
29 oommodities, or approximately 30 per cent. |

| - In stpport of their request for en increase in rates,
applicants 1ﬁtroducéd date shoﬁins the(co st o* 0pcration fo*'the
MbCorm;ck Steamship Company and the Los Anseles—San Wraﬁcisco
Vaviga*ion Company ror the years 1930 to 1935 inclusive. '

No cost daxa were offered by eithe* the Nelson Steamship

Company or the Pacific Steamuhip Line witnesses ror voth companies
testifying th&v tncue concerns were being ooerated under uect on'77Bn
of tne FPeleoral Bankrubtcy Act and that the *eqaired and° were not
available to mee* the expense o; comp;ling the necesuarx ,tati tical
informat on. The “ammond Shipb;ng Company was wnable to prov;de.

cost figures due %o the inadequacy ot 1ts past records.

- TARLE I.

MeCORMICK STEAMSETY COMPANY - INTRASTATE. AONVAQE
RaVE\JZS‘Xﬁﬁ'“xPh\
(From zxhibit No. 151)

: otal Operaﬁiig ?ro*ft or
por H Expense s Lozs

Revenue

Ton .

Per Ton Per Ton'

$%. 59 ' $3.60 ' $.Ol*
Se39 Se3S o0& .
Sel2’ : Jel8 ' «06*

- 3.04 . 3’09 . .05*, ,

¥ indicates loss




.l |
.
. !

It will be noted that for the four years, 1950 to 1933,
S.nclusive, ‘che results from operations ranged from 4 cents per ton
profit to & 6-cent per ton loss. In 1934, the yeer of = long and

tly gtrike, ‘the loss per ton rose to 92 cents. In 1935 it de-
crqaged_to 73 cents.. This record shows that in 1935 the tonnage
wes préct;cally‘¢Qnal to_@h&t of the two preceding years_and.that,
theretore, the loss in 1935 cemnot be ettribduted to an ingsufficient
volump o: tqnnage; In making the above cost anelysis, the steam-
ship comﬁhﬁy”hqparatéd 1ts costs chargeable to interstete trafric'
from thosb‘ch&rgeable to intrastate traffic. Only the latter were
considered in this proceeding. |

The Los nngeles-San Francisco Navigation‘company introduced
e similar stetement. ThLs company operates two 2z-year old ‘com~
bination eishx end passenger vesselu of the so-called yteam.schoonor
type, having & gross tonnage or 1,076 tons each. The vessels are
chartered from C. A.'Gilleﬁpiﬁ, an officer of the company7 Witpess
testiffed thet in view of the finencial position of the company, 10
charter expense hed been pald in the past two yeers. |

Exhivit I-2 presents the Tinenclal experienco of thls

compeny tor the gi:-year period 1930 to 1935, inclusive, as set
forth in tne following table: '
TAEUE II.

10S ANGELES-SAN

o

“Revenuo Total operating “Protit or
per . 2xpense - : * Loss

Ton Per Ton "Per Ton

$5.22 $5.19
4,58 4.79
3.40 .52
319 .88
3-%~ ' 5. 67

* 1ndicatos loss
** inoperative three. months account strike.
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From 1930 %o 1933 the net Tesults from operation ranged
from & One-cent profit per tor to a 2l-cent loss. with the strike
of 1934 this loss abrupily increased to 69 cents, ﬁuz’docreased %o
39 cents in 1935. Wallo the total tons carried remained somewhat
neaxr constent, the volume handled per round trip substentielly in-
creaszed due Yo a sharp reductidn-in the numbder of trips 6pe:hmed.
This is indicated by the following tabdle: | | |

C Tons per
Yoar _ Round Tr&p

1930 458
193 465
1932 405
1933 468
1934 | 506
1935 | | 748

As in the case of the McCormick S@eamsh15v00mpany, the
rising costs per ton for the Los Angoles-San Fragcisco J.Q‘ea.'vj‘.;gex:t'..‘.«:u:!.:1
Co., Ltd., weTe not due téfa decréasing.vo;uma.o: traxfic.' |

The record shows that the movement betwsen Sen Francisco
Bay area amd Souxhern Ca;ifornia pointé by water 1s extremely un-
dalanced. The 1935 volume indicates thaﬁ ot tﬁe total intrastate
tonnage of the MbCormick Steamship Company in 1935, approximately
80 per cent was moved sovthbound emd 20 per cenz northbvound, The
Llos Angeles-San Francisco Navigation Company'e load Wes even more
unbalanced, with 85 por cont ol its movemont uouxhbound and 15 per
cent northdbound. ,

The cost per ton of $3.86 by the MeCormmick Line in 1935
is to be compared with the cost of $3.67 by the Los Angele“-San
Frazcisco Navig tion Company. The latter cost does not- 1nclude
depreciation or profit. Ezhibit I-g, introduced by the applicants,
aéds 8 cents ppr,ton Tox dqp:ociation,,increaging the 3.67 0 $3e75

This lutter is comsidered to consﬁipuxe 95 per cent of the totel

”
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cost the rcmainins 5 per cenx being added ror prorit. Acco*dingly,
the $3.75 is increased to y3.94 per ton, or 19.7 cents por ewt. from
port to port. This cost of 19. 7 ccnts per cwt. for the Los Angclcc-
San Francisco Vavigation COmpany, while somcwnaz lower than that of
the N&Cormick Stcam hip Ccmpany, has becn adopted by the applicants
as the basis for their requosted rate adjuutmenzs %o bo used fox
ccmparativo purpeses. As this company is the only one operexing
Wholly intrastate, the problcm.oi distriduting the costs between
interstate and intrastate tonnage is absent. Twc minor criticisms,
however, can be laid asgainst the methods used by: this company in
arriving at its costs. In the first place, the practico or expanding
operating expenses to dctermine profits, L.e., a feir zeturn upon
the' value of the property used, is opcn +0 some question. in cos t
accounting. - Suck cxpansion mey dbut .very loosely qpproximate & pro-
per return uponm the rate base. Witk other costs being ascorteirned
as closely as thcr:ccggggxpcrmit, it would appoar as;desiiablc-thax
copitel .costs be similarly treated. Secondly, inﬁdistribczingnits
costs bDetween the freight and passenger bdusiness, .the latter was

~only c¢haxged .with the oumfcr-pccket cost of providing‘servicc-such
as extra help, food, linen, etc. This basis of allccaﬁiﬁg\ccsts‘

against passenger traffic. is opcn~to,criticism,~c$fit»thxow3'an'un-

due durden cpon the frelight traffice. However, with respcczito this

carrier, the amouats involved in recent yocers are ncgligibie and.
would mot perceptibly affect the substance of the extibiz., -

The average port~to=-port raze:jroposed hereiﬁ ﬁpon the -
29. commodities is-$3.90 per toz, or 19.5 conts per cwte This. isc,
%0 be compared‘with the presenx rate waick is generally.lLS cents.
(Exhibit 14).and the ,cost .of 19.7 cents referred.to sbove. - 'm;o.




Tates proposed to Los Angeles will be gonerally 25 cents. The
relationship of the 29 commodities to the total‘tonnagé is given

as follows:

29 COMBOGLLION « o o o o o o o o 3'7.7 per cent, of tot a:l.
Cement o o o0 o 0 ¢ & & .S. oo B0 "

Gréin end Gradn Products « . » » 12.3 “5

L.C.L. end Misc, Freight . » o » 25,7 "

Balance of cerload coxmodities o
susceptible to Increase . . . _21,3 " "

4100.0Apér ceﬂt

The wamer ca:riers' cost of 19.7 cents per cwt., de~-
veloped above, covers ‘ondy the dock~to-dock movement. - In order ,
o compa:e this with the shipper's cost by ralil or truck it must
bo e*panded t0 include the store-door to s ore-door movemant."
The data set forth in the following tedble were developed by the
. aﬁpiicéﬁés for this purpose. This statement ShOWS'the*costxby the
'water'roﬁxé from industryfvd‘industry for a minimum Shfpgéﬁt‘érf
30,000 pounds'rrbm.zbne4l in San Framcisco to Zome 1 in Los Angelos.
The £irst columm is based upom a,govoﬁenm'to and rr&m fhé'docxs by

fail,'while the second column 1s based upon & uLovement by truck;

It is assumed thet both industries are located on spur tracks.




TABLE TTY,

STATEMENT SEOWING COST FROM INDUSTRY TO INDUSTRY

Dan Xrrancliseo to Los

0les) .
Via the Water Route but using Rails and Trucks
TOSDOCLLIVOLY tO And Zrom the GOCKS.

(From Exhivit I=13)

Redils Used Trueks Used
To and From To end From
the Docks the Docks
FROM _INDUSTRY T0 DOCK: - -
© S. P. Switching cm_ % .0264
Belt Line Reilwey - #0133,
Truck. Charge - ¥ -0500
DOCK sm’mmczsco 70 '
ANGELRS:~
Stesmer Cost es per Exhibit I8,

Application No. 20535 : £ 1970 $.,1970
Toll Charge, San Francisco «0025 . | «0025
Wherfinger Charge Los sngeles T #0050 ;005_0'
Marine Insurence 40025 0023

FROM DOCX.TO TNDUSTRY: | |
Reil Cost $ <0500
Truck Cost (Speclal Commodities) & 0500
TOTAL, Store-400or to Store-~doos 8 o2987 i3

#3070

The study indicetes that the dock-té-dock ¢ost on a

30 Ooo-pound. minimum shipment shov.'l.d be increased to app*oximtely
30 cents to embrace the full cost to the shipper. . These figures
do not include an additional cost +o the shipper of ehout 2 cents
per cwt. for car loading and unloeding (combmed) when reil is used,

or an additional expense of app:o:d.mately 2+5 contz por ewt. on

truck deliveries when the S-cont speciel coxmodity rate et Los

Angeles is not availabdle. Ignoring thpsé itens, howevqt, it appeers
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that approximately 10 or 11 cents should de added to the dock-to-
dock cost of 19.7 cents to cover ‘the cost rrom.industry to industry.

POSI“ION oF THE RAIL CKRRIERS

Although aeveral railroads were nade :egpondenxs in Case
No. 4128, the Southern Pacific Company, The Atchlson, Topeka and
Sente Fe Reilway Company, end certain subs;diqriés‘or these compenies
were the most directly affocted. These two corﬁ&ratiéns, foﬁﬁrd'the
close of the hearings, annownced their pouition as belng opposed to
any increase in their rates in connection with the proposed increase
in applicants’ rates. .

“he poe ition of the Southern Paci ic Compeny, as set forth
in its foreword to Exhidit I-57, 18’that en increase in razes_will

so stimulate the activities‘of "for hire" truck operators 6r'the

use of plant-Tacility trucks tp&t the reéultant diversion trom rall-

road to highway will cause & net loss of income to 1t. This;éarrier
also contends that the use of & full cost statement misrépreéeﬁts the-
true interest or & carrier in a rate adjustmenz, whether 1t be reil,
highway, or water carrier; that direct oPeraxing costs alone should
be used -:eliminating those charges such as taxes, interest charses

&ﬁavaOfitS- ‘The rate meling philosophy of the reil cerriers 1~_
(6)

suxmed up a8 *ollcws-

"The question which the menegement must ask itself is:
How to get the greatest profit? It is not dy maeking the rate
80 high that it will not move any traffic, nor so low that.no
mergin ebove ‘'cash on the line' iz received. The groatest
profit from a.certain commodity is made at rates somewhoere
between these two extremes. The precise maximum occurs when
the product of the number of saipments, multiplied dy the-
margin above cash cost is the greatest, and it is entirely
;ndependenx of any full cost uta:t:em.en‘o.

(6) Reply Brief of The Atchison, Topeke and Santa Fe Railway
COmpany and Southera ?aciric Company. (p. 56)

-l




In furtherence of this positiocn, Exhibit i-SV(V? wasfin‘aroduéed )

by @he Southern Pecific setti:ig forth unit cost dete for the
movement of verving weights.

Iz addition to the Southern Pacific Company's exhibit
oz costs, Exhivit 1_7,‘(8’) was iztroduced by the applicents show=
ing tkhe developmen'f: of criteria for determining the proper rates
on rall cars of vearious ledings moving between Sex 'Francis‘cq ‘and
Los Arxgeles. The fundementel difference betweeﬁ'the rall cost dete
presented by the rail carriers and that presented by ..he o.pplicant
lines was that the Lormer omitted rixed charges and the latter ipe
cluded them. - E:mibit I-7 was introduced by the epplicants as e
basis for determining f;::broper and sufficient rail rates, -Whi]:e_ '
Exhibit I-57 was offered as eriteria for judging the compensatory
nature of the present ratves. Mi:er.making adjuér,tments roi-,'thé,
different nileages employed, a‘comple.rison was made of The oper— '
ating expenses only shown in the two exhivits. "It shows tb.at thé B
costs determdned in Exhibit I-7 exceed those shown:in Exridis I-S7.
by epproximately 7 per cent, ‘o: sbout one cent per cwt. on -tho‘"Sgn
Francisco=-Los Angeles movement. This varience erises larseiy‘ rrom.-
the employment of different degrees of refinement. which andertake N
to meke sllowance for some of the’peéuliarities ‘surroﬁnding'thé |
perticuler movement, such as the weie;h't of the equipment, amoun'c
‘of empty ‘heaul, length of heul, amount of teminal serv'ice 'train
service employed along the used route, and ro* ‘the ract that ‘the

e

(7) Introduced by Proressor Cle.rence Day.
(8-5 Introduced by c. G. Am:hony for 'che applicant water lines.

e




average loed is greeter them the minimum prescribed in the
tarirr.gg) The cost data developed by the Southern Pacific .

Company Will be used im the following enelysis by the appli-

cents for the reasons stated in footnote No. 9.

The exhibits introduced dy Mr. Anthony and Professor Day
wore developed from the same dbasic Southern Pacific cost
date dbut with different methods of epproach. Mr. Anthony
givided the costs into. terminel expenses and costs other
then terminal expenses., These latter were them re- -
distrivuted upon the basis of gross tom miles, net ton
niles, and car miles, respectively. The combination of
these expenses constitutes the totel operating expenses.
Seven per cent was then added for taxes. The operating
expenses plus texes were then expanded dy arn operating
ratio of 65 per cext in order to produce & return of 5-3/4
per cent upon the $649,093,860 property veluation assigned
to freight. Distance was Ifigured at 433 miles.

Professor Dey approached the matter from & different angle.
Ee took the same operating cost data for 1931 end dlvided
the costs into two msjor groups. The first grovp embraced
the direct line heul expenses, 1.0., those affected dy
changes in the volume of traffic. These direct expenses
were further distributed zmong seven sub-groups in the |
proportion that the exponses were most directly related

t0 yard-engine hours, locomotive miles, trein miles, gross
ton-miles, net ton-miles, car miles, and, station expense.
The second major group exbraced the indirect expenses which -
were unaffected by cheaxnges in the volume of traffic. The
direct costs were determined Lor the San Francisco-Los
Angeles route and were then increased to allow Lor the
indirect expenses. '

The sum of the direct and indirect expenses constitute the
full operating cost. No ellowance was made for such charges
as texes, bdond interest, and dividends. A dstance of 487
miles was used, sufficient to embrace hauls between San
Francisco Bay points and Long Beach. :

(Cort'd on page 20)




Xt appears eppropriate at this point 40 meke some comment
upon the correctness of setting up cost data as a standard to test
the reasonadbleness of the rates upon & broad range of commodities

which are hased solely,upon'labor, suppllies, rentals, deprecietion,

and other direct and indirect opereting expense, and do not include

(9) Cont'd

A cémparison of the two cost studies tpon the -basis of operQ‘
ating costs alone does not reveal a great deal of aifference
a:zgr adfustments are mede for mileage. Such a comparison
follows: : T

Compariéon of Anthony énd Day's studles - adjﬁéted to 487 -
miies heul - 40,000«pound minimm carload., Operating cost
-only: R _

Day ¢ Difference
: PeT Cwt.: in coents
:« (Cents) 2 ver cwt.
1931  $68.48  17.12  $63.84 15,96 1,16

1935 2ot given 56056  l4.l¢ -

Anthony . H
s Por Cwte:
Per Car = (Cents) :

Yoar Per Cor

The similerity of the studies ends st this point. Anthony
adds first 7 per cent Ior taxes and then expands the resulting
total by = 65 per cent operating ratio to provide ror & 5=3/4
per cent return. The eriticism of this is that It forces a
depressed volume of toxnnage TO pProduce & prosperovs yoor's
returns. Prolessor Dey makes no ellowance for these items,
Certain criticisms of both procedurss are dealt with above.

Thoe reductions in 1935 costs over 1931 costs were attriduted
to Improved practices. Temporary differences in the employees’
base pay during those two periods did not sccount for a saving
o ovexr one per cent. . ‘ ‘ X

In virtue of the assumptions made, the different degrees of
refinement used and the additional adjustments that are
desiredle, It is difficult to detexrmine from the record

which of the operating cost studies is the more accurate, and,
therefore, nesrer the truth. Eowever, Professor Day's figures
have been used in the followirg comparisons; fLirst, because of
the greater amount of detail and refinement presented; and
secondly, because he has made avalladle the 1935 values.

The latver more closely portray present costs than the 1931
values. ‘ - : ‘ .
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eny ellowance for taxes, bond interest end dividends.(lo? The

use of PToper costs as & faetor in rate making serves a twofold
yurPOSe; Firsﬁ, it affords en spproximetiorn with verying degreés ot
'a.ccura'cy of what nmay be termed as a Twlly compvense.‘tory rate, i.e.,

o Tate that will meet all costs propexly chargeable against fhef,
mévament; Suéh costs embrace sll direct and imdirect operazing”
expenses, taxes, and the cost of ceplital, the létter embracin¢“

that Teturn necessary to attract cepitel to the industry. I e
cerrier is to‘remain in e healthy condition, its total revenues.
should egual such totel costs. . "."‘

The second use of costs 1s In the determination of the
out-02-pocket cost lovel. Thiz letter sexrves o gisclose the ir-
reducidle mipimum below which a'particu;ar »ate cennot go with-
out incurriﬁg an out-of-pocket, loss to the carrier,V‘If‘is:useful
in téSﬁiﬁg the ddoquaﬁy of'particular'ratés'upoﬁ'commédiﬁiés'which
will noﬁnénd cennot move upon & fully compensatory basis. But it
tells only pert of the story. It is also desirable et times to

(10) Exhidit I-7, p. 2, introduced by C. G. Anthory, stetes the
. views of the applican§3‘in this matter. .- i , -

"The ont-of-pocket cost method (sometimes referred to as the
cost of hendling added traffic) gives consideration to the

fact that cortein costs of providing rallroad transportation
are. directly connected with & particuler service, while othexr
costs ere only imdirectly related to it. The theory is that

it 2 rate yields something .edbove out-of-pocket cost attributed
<o some particular service, the company is better off, it being
pesumed that the other than out-of-pocket costs go on even 1f
the traffic in quession Iis moved dy some other carrler oxr does
not move at alle ‘ . :

Where there is a cormoxn -control of rail, water, end. truck LTrelght
rotes, the out-of~pocket basis of rate meking should be dis-
carded end rates tied tight to a complete cost of service basis,
tempered by & consideration of what the traffic will dear.

MIRK The outeof=pocket cost method 1s theoretically sownd under

_ cerbain conditions. It should be applied only when traffic can
be obtairned by meking.such a comcession, ox to Loster 2 new
4ndustry. No such conditions exist In thls cese." -




know to whqx specific degree a given rate will contridute towerd
the revenue needed to cover fixed charges.

The reilroad exhibit of costs in this case 1s developed
upon operating expenses only and not upon a Lfully e&mpensaﬁqry
basis. 'It omits eny allowence for taxes, dond 1nxe¥e$t én@ clvi-
dends, gﬁd thesé constitute about ome third of all railroad expense
items. Texes are Just as reel ax Iitem of éost as is.dogrgcidtipn,
ead bond interest Ls as real as rental eiﬁgnses. Tet it is urged
a&s & criterion rqr,testing, not the reasonableness 6r‘sbmo siﬁgle-'
rate but the adequacy of rates upor & wide range of hoavy moving
cormoditlies. The study is iliuminazing 80 far es ;p goes, Put ;;‘

£alle short of & logical conclusion to'which & completéﬁcost taalysis

-should be carried. _
A study embracing only the opereting expensa 1s 1nsurricien$ ,
ror making the comparisons here needed. A4s tran3portation becomes
more and more mechanized, ae oxemplified by a typical railroad plant,
the human labor required bccomes rolatively less and the rdliance
upon cawital investment becomes greater. The re*ult is e reduction"
in the unit cost o‘mmﬁmg goods. But it is not reasonable to point
to the low-cost mass tran3portazion such railroad plants produoe
without simnltaneously glving some recognition To the rired dh&rges
pecullar %o such plantu. It is impossible to enfoy the benefits or
The one without bearing the burdens of the other. Toadopt che cot-
tention or rall witnesses and limit comparisons detween fail'coﬁts‘
and truck costs to oPerating expenses would, therorore, be, misleading.
Testimony was -introduced to the effect that the dirriculties
enumorated in the allocation of the Tixed’ charges provented thoir
inclusion In a ¢ost study.. . Such dirriculties in distribuming this o
item of expenwo,_however, annot justiry its being ignored altogether.z,
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(Reference was made in the record to the method used by the steff

of the Interstate Commerce Commission in accounting for such charges).
Finally;'it is to be noted that while other factors than cost mey ”
Justify depressed retesg, this fact shouldinot serve in any manner

to ¢olor the cost study. An inxélligent analysis dema£ﬁs that costs
be fully treated even wheon they are not the conxrollingﬁ:aétor in
Tixing the rate. , o -

. With the above discussion In mind, it eppears as desireble
that the pfesent retes be compared not only with phe.oux-or-pockét
cost and the, full operating cost, as was done 1n.Exhibit.I-$7} bgz
with a full cost which inclpdesran allowence for taxes,vihxereét 
charges and.proritgi‘

The Southern Pacific Company's cost date for 1935 are used.
To provide an ellowance for taxes, 1nx$§3§£ an&'dividgnds; the fall
operating costs stown in Exhibit I-57 are expeanded dy &ividing the

cost by the 1935 operating ratio ér.o.6451; In usingvfhé resultent

velues, certain qua;iricazions st be noted..

l. The expansion of 1935 costs upon the basis of the Southern
Pacific 1935 operating ratio of 64,31 per cent mey bo in-
sufficlient to provide in full for taxes and a reoasonable
return upon the investment.(ll) However, there is merit
%0 .the contention of the rail carriers that the reduced
volume of tonnage during & depression yoar should not bhe
expected t0 carry the total amnuwal fixed charges and divi-
dend requirements.of a noxmal year. If the full operating
costs per ton are expanded by an operating ratio of approx-
imately 65 per cent, it may De assumed, for the purposes
herein, that each tonr is meking a reasonable comtridvution
towerd such chargez. The use of the operating ratio of

. 64,31 pexr cent will result in a total contribution for the
freight traffic, Southern Pacific Company (Pacific Lines)
of over $33,000,000 on the 1935 tonrege. Thiz 4is %0 be .
compared with C. G. Anthony's estimates of about $37,000,000
needed to produce a S5=3/4 per cent return on the investment,
freight proportion, and an additional sum equal to 7 per cent

(11) In 1929, 30 per cent of the gross operating revenues of the
Southern Pacific Company (RPacific Lines) wes required to produce
g 5-3/4 per cent return upoa the investment, exclusive of taxes.
In 1931, 48 per cent was required,.the increase being due elmost
wholly to the sharp decreese in gross revenues (EZxk. I-57, p.l).
A velue of 35.69 per cent is used.above (100-64.31 = 35.69), .

based upon the limited record herein.
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(Conttd)

of gross revenue to cover taxes, which adds ebout $6,500,000
more. While the resultent totel cortridution mey be in-
sufficient, based on these estimates, the situation will

correct itsell upon the return of a more nearly normel volume
of tornage to the carrier. :

The velues represent an average cost uradjusted for classi-
Tication 2nd the movemernt of 2igh and low grade commodities.
It is low foxr articles rated In the higher classes, and highk
for erticles rated in the lower clesses.

If actuel average losdings ere higher than the minimum wedghts
showmn, The cost per cwt. will be somewhat less than indicated.

The cost Lormule employed involves, fundamentally, the use
of unit costs derived from syshem avereges for.the entire
Southern Pacific Compeny (Pecific Lines). These unit costs
ere then cpplied %o the particuler haul between San -Frencisco
end Loc Angeles. Costs 30 derived may but roughly portray
the costs between these two points. .

With the sbove quelifications stated, the following teble |

is presented. It shows, for comparative purposes, the out-of~pocket

costs, the full operating cost exclusive of fixed charges;:and'thél

foll cost iﬁcluding.rixed chérses on the-cearload cqmmodity,movements.

between Sox Frencisco and Los Angeles;ﬁlz)

(12) The term "out~of-pocket ¢ost™ as used herein embraces the direct
. %items of expense which are resmonsive %o changes in the volume of .

traffic. To de specific, It Includes 40 per cent of the meintenence
of wey expemses, yerd proportion; 33-1/3 per cent of the zainterence .
of way expenses, other then yard items; 100 per cent of the main-
tenance of equipment expenses for locomotives and car repeirs; 20
per cent of the transportation expenses for superintendoence and
dispatching; 10 per cent of the expense for station employees exd
supplies; and 100 per cent of the expeucze Tor yerdmasters omé
clerks, trair c¢rews, locomotive fuel and supplies, loss and demage

to freight, etc. (See Exhibvit I-57, Statements IV and V).

The term "full operating cost™ as used herein emdbraces 21l the
above out-of-pocket (direct) fitems of cost and in addition tho
indirect ltems that are not responsive to chenges in the volwmme
of traffic. Ir this letter group of indirect costs lie the re~
meining proportions of the expenses for mainterance of way, .
superintendence and dispatehing, station employees, etc., -and
in addition 100 per cent of the traffic expense and generel
expenses (See Exhivit I-57, Statements IV and V). T

The ter "full operating cost, includlizg fixed charges,” as
used herein, embraces the full operating costs as set forth
above, L.e., the sum of the direct and indirect costs, and Iin.
eddition an ellowance for taxes, bornd interest end dividends.
The totel is obtained by dividing the fwll operating cost, ex-
cluding fixed charges, by the 1935 operating ratio, as follows:
Frll overating cost = 14.14¢ per cwt. = 21.29¢ per ewt. -
Operating ratio : 0e643L o S
The contribution toward fixzed charges is (21,99 = 14.14) = . -
7.85¢ or 35.69 per cent of the 21.99¢ Tevenue.

o




TASLE IV

COMPARISON OF THE COST OF MOVEMENT BY RAYL WITH THE PRE-
SENT AND PROPOSED RALL BATES = BETREEN SAN FRANCISCO BAY
POINTS AND LOS ANGALSS = BASED ON MINIMUM LOADS SBOWN.

(The groupings, minimum loads, end present and proposed rates are

tekex from Exh. I-14, as amended, introduced dy applicents. The

cost figures are. taken or derived from +the rall carriers? Exh. I~57.

All costs are based on 487 xrall miles between Sen Francisco Bay.’

points end Long Beach). A ‘
{Costs end rates are in cents per 100 pounés.)

:Full oper-:Full oper-:Present:Proposed:
Y- ceting cost:ating cost: rate :  rate
sMinfmum: of- z(excluding: including: ‘per : yper -
: Load :Pocked:. Tixed : TFixed : 100 100 =
Commodity : (Ibs.): Cost = Charges): Charces smounds : pounds :
(X (2) . (3 (¢) (5) NOEEEOE
Alumine, sul- 40,000 9.84 14.14 21.99 30 - 35.
‘phate of 80,000 6.08 8.74 13.59 20 25

Bags & Bagging 30,000 12.41  17.83 2773 28 3L
Beverages 30,000 12.41 17.83 2778 25, 20%

Bottle Ceps) " '
Covers, Tops 30,000 12.41 17.8% 27.73

(XN B ]

Cexrpots end ' , ‘
Carpeting 30,000 l2.41 17.83 © 27.73

Chocolate 30,000 12.41  17.83 27.73

Cottee 30,000 12.41 17.83 27.73
50,000 8.33 11.97 18.61
Dessert

Preperations 30,000 12.41  17.83 - 27.73

Tarth, infusoriel
(From Torremce) 50,000 8.33 11.97 18.61

] 8;‘33

Glass 30,000 12.41 17.83 27.7%
| h 40,000 9.24 14.14 21.99
Iron & Steel -

) IR

.Structural ) 30,000 212.41 17.83 27.73
Group,VCastine;s,% 40,000 9.84 14.14 21.99
)

-

Forgings, . ) 60,000 7,31 10.50 16.33
Bolts & Nuls -

Billets and 20,000 12.41 17.83 27473
Blooms 40,000 9.84 14.14 21,99
| 60,000  7.3L 10.50 16.33

Wire Cloth., 30,000 12.41 17.83 27,73
Nettire, 40,000 9.84  lél.ld 21.99
Fencing . 60,000 7.3l 10.50 16,33

Terd =nd Lerd I
Substitutes 36,000 10.72  15.40.
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TABLE IV (Cont'd)

:¥ull oper-:Full oper-:Present:rroposed:

Out= :ating cost:ating cost:. rate

Maimam:  of- :(excluding: including: per’
Load :Docket: PFixed 1 Fixed : 100 '

Commodity (Ibs.)s Cozt : Charees) : herges :pounds s o

GO 27 (3 (4§ (sg‘ (6] —— '?if“'_
vels &FMbtai A H , o ',. o o )

Articles 30,000 12,41 17.83 ' 27,73 ' 24 .29

‘Metal Serep 30,000 12.41 17.83 27.73 2% . 29

40 18 0% *0 WY
A S Be ER AR

1 041 Foots eand R - | |
Tegetable Oils 30,000 12.41 17.83 27,75

[0 T

Paver, waste 30,000 12.41 17.83  27.73
(From Los 50,000 8.33 11.97 18.61
Angeles Earbor) o

88

Paints, etc. 30,000 12.41 17.83  27.73
Rags . 30,000 12.41 17.83 27.73
Rails, Reilway 30,000 12.41 17.83 27,73

Treck 40,000 9.84 14.14 21.99
‘ 60,000 7.31 10.50 16.33

Roofing and : ' ‘ ‘
3légJdaterial . 90,000 12.41 17.8% 2773

Selt 30,000 12.41 17.83 27,73

Seg Shells . ' o
(From Alviso) 40,000 9.84 14.14 21.99

N A
38

Soap & Cleemers 36,000 10.72 15.40 23.95
Spikes, Raflway 30,000 12.41 17.83 27.73
Mrack 40,000 9.84 14.14 21.99
| | 60,000 7.3L  10.50 16.8%
Suger - © 40,000 9.84 14.14 21.99
Suger (From 4C,000 9.84 1l4.14 21,99
Nenteca, Tracy 60,000 7.31 10.50 16.83
Spreclels) 100,000 * = - -

e ' 30,000 12.41 17.83 27.7%

0
H .

Tires axd . . : i
Tubes - 20,000 12.41 17.83 27473

Waeels, ' .
Rellway Car 36,000 LO.72 15.40 25.95’




The above costs are based upon the exact tarifr minime.

The reil cerriers pointed out thet such costs are excossive in
thet the actual loadings are commonly heavier than the teriff
minima. Such increase Iin the loading would result in a redugtion
in the costs set forth in Table IV.

A comparison of the teriff minimm carlbads-with the
actual average loedings of various commodities dnring the first
Tive months of 1936 is provided below-

TABLE ‘v.

COMPARISONTOZX SOUTEERN PACIFIC COMPANY TARIFF
T HINTHA WITH ACTUAL AVERAGE LOADS
(From ExAiDit L=57, PDe. 5 & &)

Commodity ;j?ounds)

Cotfee , . 2 - 30, 000 4, 000»
Coffee 50, > 000 53 500
Gless Bottles, returning - - 30,000 “ 48,500
Glassware, including dottles 40,000 48,300
Iron and Steel Arxticles , 30,000 32,300
v I " " - : 40,000 .- 45 500
T " " T 60,000 86,800"
Roofing and.Bullding Material 30, 2000 - - 48,300
Soep end Cleeaning Compounds 36, >000 48,300 .
Suger w40, 000 67,000
Salt. . « 50,000 : 42, 7100
Beverages . - . 30,000 4%, 500 (Beer)

Witness for.the rail carriers introduced a table showing
the errors reéulting,when costs are computed upéthhe'tarirf mini-
mom load instead of upon the.actual average car loads, Such errors
(or reductions) in out-of-pocket costs upén use of the actuel aver-

age ledings is shown'below. YThe'valﬁes were based upon 1931 costs.

I 1935 costs were used, the.results would be substentially the seme.




TABLE TI.

REDUCTION IN GUT—O?-POFKET COSTS UPON USE OF AVERAGE
"7 ACTUAL_CARLOADS INCTEAD OF TARLNE MINIMUM LOADS.

(Fror Exnibit I~57, D. &)

Terizs

Reduction‘in Ouxé
Minimum

orePocket‘Cost/
Loads (Conts pexr 100
(Pounds) _Qgggg:)

Cotfee B . 30,000 . X 1.28 .
Coztee ‘ 50,000 a Qed2
Glaess bottles, returning 30 000 4ol4
Glasswere, including bottles 40, 000 1440
Iron and Steel Axticles 50 000 O
, 40,000 : 0.98 -
T " " " 60,000 1.66
Roo*ing and. Bn.lding Materiels 30,000 4a12
Sogp and Clean_ns Compound, , 36,000 : 2.32
Sugar , , 40 000 3.27
Salt B "~30 000 ' 3.12
Beverages 30, 000 3.02

o

e $¢ A0 00

Commodity

% 0 U0 B8
ORININY]
ol B9 09 %D

No information was provided concerning the average

‘actual loeds obtained upon.the remeining commodities:un@eéucén-
sideration, the :e;ord‘boing(incomplete ir 'this respect, noT were
the calculatioﬁs similerly extended for vhe indirect cogts. It
appears cléa:, rowever, ;haq'the use of actuel average ioadS‘in‘_‘
liew of minimum losds will produce values which more nearly Tepresent
true oum4orépocket costs, and these will be Lrom 1/2 cent %o-4 cents
per ¢wt. lower on the San Francisco—Los Angeles movenents than those
shown. above in Table ™. ,

Witdess for the rail carriers'introdﬁcea; as a :urthef
means of checking the relative surriciency‘or the existiné_raxés;'
& compérison of the oPErazing ratlo for each'ébmmodity wiﬁh'thaz"ﬂ
for the carrier a3 & whole. 'éuch operax?ﬁg ratio for each com-

modity is obteined by dividing the full operating co st of moving




the commoldity betweeg two points by the revcnue‘earned. Such &
study for each commodity is provided 4in Teble VII. The study is
based upon the values set forth im Table IV. The figures are mot
corrocteod Toxr actual average loads because of the lackior NOCOS~
saxy informatioxn in the record covering the majo*ity of the come-
mod¢ties.

The opersting ratlio for fhe Southern Pacific Coﬁpany
(Pacific Lines) in 1935 wes 64.31 por cont, indicating that out
of each dollar earnod, 64.31 conts went for ope:azing expenses
and 35.69 cents went toward taxes, dbond inzerest and p:oriﬁu.
Witk the operating costs per car being considered as unirorm,
regardless of the commodity or the weight of the 1ading, a high
operating ratic means a relatively low rate level, walle a low
operating ratio indicates a relatively high rate'level. In
Oother words, an operating ratio ol less than the syotom average
oL 64.3L per cent would indicate & rate vhich was more compensa-

tory thean the average, and a ratio above 64.3L per cent would

Indicate a Tate which was less compersatory thar the aversage. |




TABLE VIT

- OPERAIING RATIO BY’CONNODITIES ‘
70 _BE "OMPARHD WITH THS 1985 SOUTHERN \_PACITIC COMPANY
LPACIWI" LINESE FREIGET OPERATING RATLO OF 64,5 FER CVNT

* .

'Full oner-
Mirirom °ezcluding

Load *Fixed thu.

: Operating
Revenue: Ratio by

por = Commodities
Cwt. :

%9 20 38 ) 4
"0 Ar ¥ SR AN
!!‘II s th
] .. s AR ¥D

(X

COﬁmﬁdixy (Lbs.) = (Cemts) (Conts)-
1) (2] 5 M>

Alumi.h, sulpbate 40,000 14.14° 30 PR
80,000 8.74 20 3.7

ngs“;;; Baggizg = 30,000 7.8 . 28 63.7 .
Beverages 30,000  17.83 25 71,5

Bottle Ceps, L o S :
Covers, Tops 30,000 17.83 30  59.4

Carpets & Cexpeting = 30,0600 17.83 25 - 71,3
Chocolate 7%0,000  17.88 . S5 38,6

Coffee 30,000 | 17.83 - 28% " - 62.6
R 50, 000 11.97 24 4949

Dessert Prepare~ ‘ , o . ‘ ‘ :
tions © 30,000 17.83 - 22r 8.0

Zarth, infusorial T s . R
(Frdm Torrance) 50,000 .11.97 | | 5444

Glesswere 30,000 17.83 615 "
40,000 14.14 . 56.6

Iron 2nd Steel y 30,000 17.83 62.6
Structural Group ) 40,000 Lbeld , 5646
Cestings, Forgings,) 60,000 10.50 52.5
Bolts end Nuts ) .

Billets axd Blooms 30,000 17.8% : 62,6
| 40,000 14,14 . 6.6
60,000 10.50 ‘ 52,5

Wire Cloth, Netting, 30,000 17.8% : 62.6 -
Fencing 40,000 L4l - S56.6
60,000 10.50 . S2. 5'

Lexd and Laxd , |
Sudbstitutes 36,000 15.4C 99.2

Metels end Metal -
Articles 30,000  17.83 74.%

-m-




TABLE VIT

(Contrd)

ar e Sk a2 MY

Commoditz_

LA ERT IR ]

Mimirmum -

Load
(Ibs.)

s B8 s o2 WP

Fall oper-
ating cost
exeluding

Fixed Chgse.

(Cents)

Revenune
per

- Cwb.
{(Conts)

a8 A% s% ®B MR

\ Opérating
Ratio by
Commodities

OTRIRIRL

(1)
‘Metal Scrap

012 Foots and
V@getable.Oils

Papér, waste (From
Los Angeles Eerbdor)

Palints

Rags

Reils, Rellwey
Treck -

Roofing axd Bullding
Material .

Salt

Ses Shells
(From Alvriso)

Soap end Cleszers
Spikes, Rellway -
Track - -
Suger

Suger (From Menteca,
Tracy, Spreckels)
Tee

Tires and Tubes

Waeels, Railway Car

(2)
30,000

30,000

30,000
50,000

30,000

20,000
30,000
40,000
60,000
30,000
30,000

40,000
36,000
0,000
40,000
60,000
.40,000
40,000

. 80,000
100,000

- 30,000
-%0,000

36,000

A
17.85

17.83

17.83
lLl.97

17.83
17.83
17.83
14.14
10.50
17 .83
17 .83
14.14
15.40
17.83
1414
10.50
14 .14
14.14
10.50
17.83
17.83
15.40

&)

Por Cemt
A8

n4.3

56.6

0.2
1 99.8

713
71.3
62.6
56.6"
'5205
74,3
82.9
- 80.0
'59.2
62.6
56,6
52¢5
! 56.6
“56.6
‘52,5
50.9'
‘59.4°
 41.6

The adove. comparison of operating ratios indicates that
the. commodities which have a higher operating »atio and hence are
less compensatory than the zll-freight average ere beverages, car-
pevs and carpeting, dessert preperations, metals and metal articles,
metal serap, paints, rags, roofing and bPuilding waterisls, sea
shells, and salt. The rates on these items, however,“ell meet thelr
fwll operating cost and coniribute sudbstentially toward the Lixed

charges. Further cons
¢lusion to this Order.

" w

ideretion of thesg\items eppears In the conw-




Iz presenting the anolysis ol rall costs in Tadle IV,
the qualifioation was made that such ¢osts were unadjﬁsted for
the relative movement of high and low grade'commodities'and other
commodities as covered by the rreight classification. Further
amplification of that staoemonz is héro doeslireble. o

The tse of cost data in Lixing reil freight retes is
inextricadly dounéd wp with the subject of classification and the
ability of the traific % pey. To present on over-all aworago
rail cost dy itself may'be misleading for it leaves tho impression
that 1f a rate is surfioientiy high %o Yield e revenue equel to
this cost, it is fully com@ensatory.' The danger is theat suck averw
ages may be u;od 2s standérds of comperison in makiﬁg roduction;
in highor rated compodities withoﬁx at the somo time glving con-
sideratlion to the mathematical necessity but practlcal Impossi-
bility of raising low~rated commodities to thls average level.
If all rateé were Lixed at one level;'a lorge_volﬁme of the
presently moving low-grade commoditieo would cease Lo move; With—
out the contrivution the*e low=grade commodities maXke toward the
indirect oyoraxins cost and Tixed oharges, the costs per ton upon
tho\romuinins commodities wonld inevitedly rise. This is pocause
the entlire borden o carrying the indirect operating costs aﬁdﬂfhe
:ixed'exoenses wouléd be thrown upon them. This,ractor-mnot;‘thero-
ro;e, bo considered in the use of &n& over~all average costs.. It
is, therefore, to the adventage of tho high—ratod goods that thc
low=rated goods should move, as it pormits of 1ower rates oa the

gh-raxed commodities than would otherwise be obbainable. But

in computing over-ali average costs it is misleading to inclnde

the low-rated commoditiee in the compumamion without qualirica-

tion.,
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To sum wup, the treatment of costs in rate meking is dound

u§ with the ability of giver volumes of tomnage to move at given .

rates.

In a general way, the average cost figures déveloyedvherein
ere applicable upon commoditlies moving in classes lowér then. £4£th
end higher than C.(ls? - They are low for commodities rated £ifth
cless or higher. They are, oz the contrary, high for articles reted
Class C or lower. | :: ‘ |

An, exaxdnazion of the evidence in this case indicates that
the majority of the commodities here involved are rated £ifth. class
in the current Western Classification, axnd the remainder aro.abouz
equally divided above and below this rating. However, manj cormodity
retes also epply. Little data were offered as to the proper relation— |
skip between over-all average costs snd the respective claas end com-
nodity rates, except the statement dy a witaess for the-qpplic&nts
that ave*age costs introduced dy him were at least 10 per cent lower
than the fifth class rates shoulé be(ls) and were hish Tor commodities
rated C, D, or E.- ,

A witness for the rell cerriers summarized in soﬁe detalil the
reesons fox thei; opposition.to.any inereases in rail‘rates.‘l4?

1. ‘Competition of Intercoastal movement through the_?angm&
Cenal. | . '

2. Trucks are handling & very large proportion of the
avallable miscelleneous traffic at ra;es which, accordirng to'the
opinion and stetement of tke witness, are as low as, or lower than,
the going reil or water rates. Any rate increase meking truck dyer-
ation ettrective would, in the opinioﬁ of the witness, result in ﬁ
great influx of additiorel truckers into the San Framcisco-Los Angeles

business and a wasteful duplication of transportaxion'racilitias

(13) See testimony of C. G. Antnony, ¢r. pp. 249-250.




3. The eveilability of & two-wey haul by many of the

shippers tranéportins goods between Sen Frenclsco and Los Angeles

, a
permits a proprietary operation at/cost approximeting existing

rail rates. Witness testified thet oven at existing rates or
even lower rates on Tolume movements an attractive net rovenue
con be obtained. The reil limes would prefer o handle this
business in volume at ajproximately the existing retes or,.ir
necessary, at lower than the existing retes, rather than handle
8 substantlally decreased volume at higher rateg. _

4. With two million or more comsumers located in the
territory served by the San Francisco Bay cities and e like number
located in the Los Angeles area, & heavy vran po*taxion cosz would "
tend t0 encourage the duplication of plant facilities, localizing
the operatione 8% Los Angeles or Sem Francisco and resulting‘
lozs of the ea:ninsu from tranzporting the finished pﬁddncts bétwoen
the {two districts. For purposes of illustration, it was pointed out
that a freight raté o $5.0d per ton on 100 tons per weék‘is equiva~
lont to $26,000 & yeexr 6rkri§e per cont interest on e capitel in-
vostment of ome-half millfon dollars. _

5. W!tneso for rail carriers further te,tiried thet with
an equality of ;ine hawdl rateu, the preponderance of traffic would
move by truck as sgainst rail. Factors favoring truck movement
wore listad as follows:

a. Shorter time in tramsit and greater flexidility of

touck movemont, the txucks providing overnight

delivery between San Franclisco and Los Angeles ,
compared with second day delivery on carload freight. -
by rail lines.

The practice of trucks of performing the load;ng
or wnloading or ase isting 1o It. , .

The provision of pick-1p and delivery whick the

rail lines can only pexform on carload freight
when both shippeoxr and cons 1gnee have team tracks.

-




The provision by trucks of split delivery at
no extra charge.

The provision of display boards on trucks adver-~
‘tising the commodity transported.

The ninimum welight by truck is frequently 20,000
pounds and that asked by the water carricrs in
comnection with the increased rates is 20,000
poaads in most instances. This 1s to be compa:od
with the 30,000 to 40,000 pounds or higher minina
by »all on most of tho commooities handled.

The rail shipper on a spu, track must pay ror the
instellation and upkeep for such track from the
rail cleersnce poiat. This is a bDurden on the
shipper that be does not heve in cormmection with
truck or water movement. ‘
In addition to presenting the above roasons Lor onpooing
.he incroases, the Tail oarrie*s presented oomo analysis or the’
movement or individual commodities. The rollowing ere some
typical oxamplos: ‘
The rail witne s testified thax trucks now transport 45

por ¢ent of the total shipments or southbound beex botwoon San

Francisoo and Los Ango’es at & rete wh;oh is gonorally oqual to :

the rail raxo of 25 conts. The prosent rall rato or 25 conts‘
upon caroots and carpcting wes made erroctive to moet the comF
petition of trucks which ware hauoing linolewn at- a rooring
peper *ate. Despite this roduction, a major producer iw st;ll
moving his traffic mostly by truck. | ’

Tho presenm rail rete of 25 oents on. sugar, minimum 40 000
pounds, is oomparod to the present boaz rate or 14 cents, p;;immm
36,000 pounds, end is oharactorizod as not boing & compet;tivo
relaq;onship. The rail lines\oppovo any increase in- thoir.lv-.
ceat rate on bee sugar rrom interior plants. It 1s‘advanood N
that thiﬂ rate on a 100 ooo-pound minimum arrords attraotivo
revenus.  The rail carriors state they aro opposed to a. rato
structure whioh will build up a dirrerenxiol in ravor of: pro-
ducers located- at tidewater as ageinst interior producers. They

~
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aTe opposed to a higher Tate on suger from Linterior Californie

beet sugear factories to Los Apgeles than is currently appiicable
on sugar by water rrom San Franci.,co Bay cit.:.es 0 I.oe Angeles
Eerbor, the Teason beins advanced that the cost of diatribution
from Los Angeles Earbor docke or I.one; Beach iz not much sroa‘ae*
then £rom warehouses or team tracks in Lo.; Angeles.
The 20-cen'c rail rate -on Sulphe.te .of Alum.u.na was

prblished in 1935 To permit the ra.il lines o pa.r'ticipe.te S.n
the movement. Thi* product 13 chd.efly produced et Nichol'* and
Stege, and is in compe‘cition‘inf the Los Mgeles, areg,.wj’.-t;l; .'to‘n,nage‘ :
shipped from the; Atlentic Sgaﬁddrd via the Censl. Such co;njetitive
tonnage, the record indicates, constitutes about.ome t’hili-dﬂ .o‘r;,""the
wotal. Ralil witnesses, in opposing an increase in this cémmodﬂy,
pointéd to: the threatened competition from proprie_s‘aaxjy,tmckg; g

_ Concerning-coffee, witness pointed to the imtensive com—
petition _Sa_n Fraﬁci“sco; producexs meet Iin the -I,os Angeles merket -
srom the locel roasting plants and the possibAlity of the. trsnsfer
0f San. Frencisco facilitiez to the south.

Tre imtroduction of the rate increases, proposed DY _1'.}.:9

water lines introduces certalin complications with respect %o
intermediate points. At the present time most of the rates~iz-
volved in these nroceedings between Sen Francisco eand Oeldend o :
the oxe ha.nd, ‘end Los Angeles or .the otb.er epply es mximm vie -
the ..»ou“che::n Pacific on its Coast- exnd Valley routes, end also -
apply vie. The Atchi.,on, Topelks end Senta Fe Railwey Company 'through
Stockton, Bakersrield, Barstow, and San Be:ma:rdino.. By reason of
the Sa#ta Fe rates-being held.es meximum via the latter route, the

. "




Southern Pacific COmpany applies the same rate frox Sen Francisco
to Sen Bexnardino es from Sen Francisco to Los Angeles.

The effects of the proposed increases nay begiilustfated.
I the San ?rancisco—Lbs Angeles rates vie both the Souﬁhé;nvv
Paciffc end the Sexte Fe are increesed, two alternatives exe
posé fble. Either the rates to such inland 1ntexmediaze points
must also be increaved or else the increase must be limited.nar—
rowly to the Los Angeles City torritory. In the latter‘instance,
however, it will heve the effect of the Southern Pacific Scin@
Tequired to pudlisk, to meet the Sante Fe's coﬁpetition;‘lowef;
retes from Sen Franmeisco to Sen Bernerdino vhrough Los Angeles
' then would epply from Sex Framcisco to LOS'Angeles; |

Similer difficulties erise in the northern area. The

Tates on most of the commoditles hore involved from Los Angeles

have been blanketed to San ?rancisco, Oekland, Stockion,mand _
Secremento. This Tate parity has been maintained for & number
of years. Asua result, any increases Iin the Los Angeles to‘Saﬁ_
Fremeisco rates must be accompanied by s&milar increeses 1o

tockton and Sacremento or this established Tato parity will be'
de stroyed. Applicant water limes heve steted that it is mnot
their desire to imcrease rates between Stocktorn emd the Los
Angeles area. It 1s obvious, however, that elther Stocqun’razeé
mmast be reised or else the present rate parity between central
Celifornia's leading centers of &istridution must be destroyed.
COSTS OF TRANSPORTATION BY MOTOR TRUCK:

Avqﬁaﬁtify‘br data was submitted on this'subject; dut only
two of the studies submitted'in the form Of exbibits were complete
in detelil. 'C. G. Anthohy, representing the applicants, submitted




a cost study designed to develop the cost of transporting freight

in truckload quantities for verious distences end between Sén
Franmcisco amd Los Angeles in particuler. Genersl costs for eppli-
cation Yo any length of haul were developed upon the assumption of
a use factor of 3;700 hours per truck unit per year and upox a S0
per cext load factor. Profit, or return on inyesﬁment, was obtained
by expanding the cost before Taxes by the use of a;90 per c¢ent
operating ratio, Rates were submitted designed to Teturn the cost
plus profit. 'The reates ;ubmitted for valley road operations-rof

a 420 mile,haul (the approximate distence between Saxn Francisco

and Los,Anseles)vrdr the various sizes of shipments were as rbllows:

| TABLE TIII
RATES RETURNING FULL COST AND PROFIT BETWEEN

1y CLSCO AND G
Lond Factor oS0 per cent
(From Exhinit I-sj

(NO CORRECTION FOR MOUNTAIN MILEAGE)

Size of Shipment : Rates (Cents)

20,000 pounds 70.11 per cwt.
30,000 v 59.85 "
40,000 T 56.62 " "

In Part 2 of his exhibit (I~6), Mr. Anthony developed
rates designated a3 %the lowest pos ible cost for the specilic
moverment between San Franclsco and Los Angeles. Load factors
were téken at 50, 60, and 75 per ceant, respectiveiy, the léttq:
beling conszidered the maximum obtainablelin practice. - Coats wére
rigﬁféd'upoh the basis of a4 ome-way trip of 420 milesveachvzﬁ
hours :or 280 days per yoor. ,fhis is,equivalenx 0 1l.6 round
trips per month throushout the yeer. .Assuming 22 hours per trip,
including all time consumed for loading, unloading, and delays,

=08~




it is equivalent £0 & use factor of over 6,000 hours per truck
unit per yoa.'r. |

The employment of this high use factor was prodioo.tod.
upon the opinion that the great volume of frelight moving\'betvroon |
the metropolitan areas of San Frenclsco amd Los Angolos prom:lséd "
& mueh steadler use of truck equipment than would bov tb.’e case
when operating be*woon other conters of loss population. Co*f.'oo-

-

tions were made Tor mountain mileage. Calculations wero based on
Both gesoline end Diesel-powered mit;. A vehicle having o capacity
of 20 tons was teken as the most-ecopomicel wnit for this 'op.ero.tion.
The allowance for profit was obteined by expanding the cost before
taxes b;,rvf the use of a 90 per cent operating ratio. The rates
devoloped for 40,000-pound shipmenis and verious aosumod‘ load factors

were as follows:

TABLE X

STATEMENT SEOWING MINTMOM COST OF TRANSPORTZU\TG
PREIGET BLTWEEN SAN FRANCISCO AN

S o Al
TOR VARIOUS LOAD FACTORS.

Based on 40 y000=mound shipments, 280 one-way trips

per year (6,000 hours per yeer). Distamce of 429

miles adjusted for 60 miles of mountain haul.
(Prom ¥xhibit I-6, Part II, except as notod}

Gasolire Equipment Diesel Equipment
Cents por Cwt. Cents per cwt.

4y e AN

Loed Fectom

LLEE T IR E)

30 per cent o 5546 : ’ 46.3
60 " o 46,3 3847
g " ': ' ’ 37.1 , 30.9

90 por cent 30.8% | L 2B
00 " 27.8% 23.2%*

* Table expended by C. Go Anthony in tos timony
Traaseript p. 712. and in opening drief
of applicants, p. JI%. ‘
*¥ Computations extended by Commtzsion for pu:posos
of comparisox only.




Tre assumptlon that the 20-ton unit ﬁill mske a one-way

trip of 420 miles esch day of 24 hours for e total of 280.days

per year may be optimistic. Witress C. G. Antkony testified that
thie use factor was‘eqpivalenﬁ'to over 6,006 hours per'yea: wheroas
the value of 2,700 hours used in;the‘eaxlier part of hie study was
mcre‘neerly Tepresentative of the average cpcraxicn Sefween Sen
Franciecc end Los Angeles. The highexr use factor was used 1o develop
the lcwest ecsslble truck cost for comparlson with rall cos tsflé)

On the other hand there ere certein objections o the

expansion or costs dy the use of a 90 per cenz operexlns ramio.
’Evidence in the record points to e retu*n as Righ as 2l per cenx

upon the rull,investment undepreciated. This would seem.greater

than warranted by the hazards of the dusiness even ‘hough. witnesv
vestiried thet it included an. unotexed amount L£or contingencies.
Such.a method rails o make ellowence for the cost of capital except
by a loose approximation. When Zfacts are available as to 1nvestment,
depreciation, and & given rate of roturn, as is here the cace, and
waen other cost deta are beins presentod as accurately as the reccrds
permit, it wcu_d eppear decireble that the allowance rer e falr return
ve similaxrly treated. If an ellowance for ccnxingencies ie'necessary

t should ve treated separezely so thet each item.may be’ 1nmelligenxly
ccnSldered upon its own merits. Furthermcre, an increese in the cosﬁ'
of fuel or lador, which witness states to be prcbeble in the ruture,
would result, 1f rate adjuetmen s were made upen the basis here uved,
in an increase in the rate of return o cepital, althoush the two are
but slightly releted. o |
Concerning the eavings’obtained vy the use'or”Dlesel
. equipment, witness testified that practicelly ell of this arose
from the reletively‘leﬁ'coet'of Diesel'{uel,.ﬁhe faet thac'the

(15) Transcript,”p. "2%4.




Diesel gots about twice the mileage as a gasoline motor and the

fact thet the fuel is tax free. Tho vlew was expressed, however,

thoat minimum rates should be based upon gasolime vebicle costs as

the numbdber or Diecsels operating was still limited and the treedom

o2 the fuel from taxes after the next session of the Staxe Lesislazu:e

was doudbtful. R
Concerning tho various load fectors, witness ror the appli—

cants recommended that veluos based upon a 50 per cent factor be

used as this represented actual experience. Values *6r'highor oper-

‘ating ratiov, such as 60 per cent and 75 per cent, were pre entod;

however, to provide for upecial-cage‘ such as that existing ir the

handling of beer where & 75 por cent factor was obtainablc., Toad

factors of 90 per cent end 100 pexr cont wereorreredrﬁs‘purqu'

hypotheticdl cases, warecilized in practice.

The Exgineering Division of the Commission’s iranSpoitaxion

Department presented a study dealing with the cqst'§r'tran3portaxion
by motor truck, through Fred EZ. Chesnut, Assistant Engineer (Exhibit

' T-9). The commodities involved were segregated by groups dependins
ﬁpoﬁ the time required for loading and unloading. (16) The study
is besed upon a load factor of 50 per cent and. use rgctors of 2,000
hours per year Zor the lO-ton wnit, 2,500 hours for tho ls-tqn‘un:p,
and 3,000 Bours Zor the 20-ton wnit. The witness, however, ltésti'f.’od
tha_/higher load factor might be obtained which would reflect a lower
transportat;on cost than the utudy‘indicates. The costs so developed

are ‘set forth iz the following teble:

(16) The commodity groupings in eaccordanco with the tﬁme required ror
loading are as follows:
- (COnx'd on page 42)

-
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TABLE X.

TRUCK COSTS - SAN MCISCO3LOS ANGELES

 &67.4 myiles (Coast Route) cerrected for
Mountain 08R0

(From Exhivit I-9)

(50 ver cent Load Factor)

LO2ALng Plus :

Si ze of S‘Eipment

Cormodity . Unldoacding '

rl
-
-
-
-
»

Groun (16) ¢ Minutes por ton 220,000 lbs..so Q00 lb.....40 000 1bs.

(Cost in Cents por th )

I 625
IX 6343
v . 64.9

5100 472
S5l.8 48.1
52.6’ ‘ 4’8.9 -
53.5 ) . 49.7 "

(16) Cont'd from nage 41:

" GROUP I - LESS TEAN 5 MOVUTES PER TON FOR LOADTNG PLUS mom:ma;

Aluming - sulphate of

Begs and Begging

Zarth, infusorial

Iron and Steel, bars, etc.
3illets and Blooms -

Castings, Forgings, Bolts, etce.
Metals 2nd Mevtel Articles

GROTUP II - S to 10 MINUTES PER TON

Rege (unweshed)

Peper, waste .

Rells, relaying '

Shells, clam, oyster, mucsel
Spikes, railroad tre.ck
Sugar,

%eels, railroad cars

TOR LOADING PLUS UNLOADING

Ceps, Covers, Tops (bottle)
Carpets aad Carpeting
Chocolate, Cocoa, etc.
Colfee

Dessert Preparations

Wire Cloth, Nettlng, ete.
Lard and Lard Substitutes

011l Foots or Sediments :
Paints, Vernishes, Solvents
Rooﬁn@ and Building Mat erial
Selt (common ) |

Soap, . cleaning: comp.

Soap, soap powder

...0& : ’

GROTP ITI - 10 to 15 MINUTES PER TON FOB I.OADING PLUS UNLOADING

Beverages

GROTUP IV -~ 15 to 20 MINUTES PER TON FOR LOADING FLUS UNLOADING

GlLassware (botiles)
Tires Tubes




The rollﬁwing 1s & comparison between the costs developed
by Anthony and those”developed by the Commission's*ensineér; ro-
auced o & common basis (adjusted £0 '447.4 miles - the actual bigh-
way mileege via coast route - and uoing 40 ooo-pound shipments only).

TAHL& XI.

COMPAR*SOW oF COSTS TEVELOPED BY'ANTHONY -
AL NOL « 4\ C
EAUL.- '

(Costs per cwt. )

Anthonv
Commodity Load R
Groun Factor Gasoline : Diesel

Chesnut

Gasoline

I. 50 percent  $.577 5,480 $.472

60
75

S0
. 60-
78

50

60
75

. 50
60

73, .

3.3 % 033 3 23533, 13

¥

. o481
335

3.577
. o481
385

8,577
.481

#3385

5,577
481

. .385

".40L
2320
$.480
401 .
0320 N

3,480

320

$.480°
40
0SR20 -

0394 .

.34

o401 .
‘wold

5,489
U« %07 .

=326
$,497 -

L edld

#3820

C o : » (1
Records of Zour txruck onerastors h&ndlingrreight‘ .?

botwees ‘San Franeisco and Los Angeles were submitted sﬁéﬂiﬁg'ﬁBﬁdf'

factors of rfomheo per cent to 90 per cent obiained oﬁerlpér;ods

~of from two to six months.

The use radtdrs_vdriéd £rom ebout

3,000 %o’ 5,000 hours per year and voRicle sizes varied from 12

to 18 tons-qapacity.

(17) The southbound movement consists principally of netroleun

products, disuilled liguors, beer, stove parts, bottle caps, -
fountaln supplies, canned goods, salad dressing, oleomargarine,
fresh nmeats, cautings, zine dust and chemicals. The northern

_ movement consists of roofing, -petroleum products,. canned gooés,

saled dressings, piype, axd coment.
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The showing made abdove with respect to 1oad factors iu
inutructive, bux unrortunately 00 ¢cost date or any nature were
introduced by the four 0perato_,. It is extremely dirficult
i? not impo*s;ble, to supexrimpose the load factor of one opera~.
tion upon the costs of another, particularly where the use ractors
and veticle sizes vary widely.

Reasonable doudbt also arises as to whether the averagoe
contract carrier, even 1f he obteins over a.rew'monxhs:thé'hishly
favorable and delanced contracts which the records here imply, cem
consistenzly maintain such an ideal operating efficlency year in
and, year out. IV is also'unknown whether the heavy idééé on the
return trips were obtained at the exponse of sharp rate rednctions.

The testimony concerning the existing charges by contreact
truck haulers 1s meagre in thi% cése, but the foilowing test&mo;y5
was introduceﬁ by shippers end reail witneésoé dut principaily the
letter. | | -

COMUODITY " mszm RATE BY mucm

Boor ' . 25 cenxs

Packing Flext Products: - (eny qnanmity rate
Leard and Lard Substitutes (ineluding pick-up
Northbound . 30 cents (end delivery

Other articles southdound 35 cents -do- |
Roofing and 2uilding Matexisl (including.picn-np
northdbound 24 cents (emd delivery,
, ' (loading and unloading
Soep and Cleaning Compounds (including
zorthbound 20 to 25 cents(pick-up and
(Gelivery
(loading and
(wnloeding .
The .cost rigures set forth herein indicate that rates
of 30 cents per cwt. or below are not fully compernsatory except
under extremely Tavorable conditions, such as the operation.of

20-ton Diesel equipment at & consistent load factor well above




80 per cent and use factor approaching 6,000 hours per year (more
than ten round trips per unit per month between Sen Frencisco and
Los Angeles)- | |

‘The record 1s silent concerning the position of the truck
operators toward the applicents' request for rate incresses.
Altrough sppearances were made on behalf oI truck assocletions
and individuel operators, thore wes Do expression of position
in the matter. Theixr interest was limited to a,showing that a

50 per cent load factor was t00 low.

SHOWING BY SHEIPPERS

A total of twenty-five witnesses took tho'stané on
bohall of the shippers and testified in opposition %o the in~ -
creases proposed by applicents. The burden of such teatigony was
generally to the effect that although the increases might be
needed by thg water carfiers, such increases should.got;bq To-
quired of the competing land carfiers. In very,limizéd instences
shippers testified to thelr willingness to accept some increase .

in weter rates only, but the relative tonnage involved'wﬁé*smqll )

or else the olfer was conditioneal upon comparable increases beirg

laeid against the rail rates of inland §bmpetitors. , ,
Shiﬁpers defonded their position by'poinzing‘to‘their '
competition with producers located at the destination’ppints, o
competition from the Atlentic Coast axnd Orrshore,poinzs;‘ibgfhéir .
inability for compotitive reasons to pass the 1ncrease,9nfto700h-
sumers, t0 the possidility of entering into proprietary!trucking
vor establlshing production plents at the marketing -center, to rate

comperisons, and in some cases to e limited meed for Coastwise water
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service. It was further contended thet certain of the increases
were- inereases in paper retes only.

In enswer to this shipper’s testimony, witness for ap?li-
cant cexrriers testified thet an‘inéestigation had been mede as to
each of the comodities whose réves it is pr0poéedrto‘increaso.
Recognition was taken of market conditions, iﬁtérco&étai'Eoﬁpeti-
tion, and the extent to which adJustments could be made withouz
disturding the present flow or traffic, tho purpose being 10 o8-
teblish rates that would yield the water cerriers an average rovenue

ol 19.7 conxs per cwt.

Car-rile earnings of the rail carriers under both the

present exnd the proposed retes were compared witk earnings on
similer heuls elsewhere. For example, 1t was sﬁpwn thet the pre~
sent rates on the 1oo;oob;pound minimum cerloads of Suéar moving
from Trecy to Southern Celifornie points ﬁroduééd a por’éar-nile“
revenue of 42#1/2-cenx§. The Tate: proposed by applicants would
produce e gross revenue of 53- /2 cents per car-mile. Exhibit
I-23, introduced by the Holly Sugar Corporazion, compared theso M
revenues with those earned by carriers on inxerstato hauly whore
revenues ranging from 18 to 36 cents per car-m;le were obtainod '
on minfxum shipments of from 40,000 to 80,000 pounds.

Mhny of the shippers contend that applicants' proposalv
to increase rates would work & hardship on them and at the same
time dring little irf any relief to the water carriers, as~under
present conditions only e smell percentege of their product-,'
are moved by water between Sen Frencisco end Los Angeles. The
‘relative volumes mQV¢ng by'waxer, tmek, and rail are shown in
the rollowins table_taken Lrom the testimony,or,rep;euentgmivos

of the'various»ig¢ustries.




PABLE XIT

PRESENT ROUTES USED BY 20 PRODUCERS BETWEEN

Service Used :
water : UIruck < 2 Rall: :
Per Cente Per Canm' Por Cent 2

500 | - Approx.all ruil
2,500 | 0 .100
Beer- AP

Southbornd | 60,000 - o 40,
Nprthbound 20,000 * *

Gleagiﬁg Compounds (4 *
Coftee ) *
" ' 1,250
" 2,500

Glasswaze 10,000 - 68
T 20,000 - 87

Peint; ote. S (10) 3,200 .0 53
RooZing 6,000 95 4
" 10,000 78 19
" ' ' - Over 15,000 8 nil- 80 -

Salé- ~ ‘ % occasional use - - rall preferred

Sugexr: ‘ S
u%nland ?rogucer 15 - - 100

.o" Approx.all rail
Shipside © e

Sulphate of ,
Alumina (18}

Vegeteble 0ils (19) *
Weste Paper (20) Over 7,000

= Information not in record.

# The suger movement in 1935 was 44, 709 tons, Or 45.9
per cent of the 97,477 total tons of the- commodities
here involved nendled by the four apnlicant water lines
at preosent overating. The percentage irncreased to 6l.1

er cent du:ine the first five months or 1936.
zbibit -15 and Tr. p. 683%).




The adove percontages mepresent present-dey movcments.
In several instances shippers ccgtiried to having uoed the watcr
ca:*icrs to a greater degree oxe, two, vhreo, or more years ago.
Various reasons were givon Lfor the shift to land transpo*taz on,
~the p:incipcl ones bci g the inadequacy of the water service, in-
rroqucncy of the sallings, inconvenicnce ofwater movcmcnt,.qzc:a
hcndlings fecui*ed and the greater susceptidilizy to'damago tﬁore-
rrom, longer time in tremsit, dclays from strikes, dirriculty in
collecting dama@e° on cleims, and the attructiveness oL ra$o~ of
lcnd carriers. The inadequacy of the exis ting retes probably
contribuxcd in part to certain of these items. Judging rrom.the_
testimony of these produccrs, the water movencnx on many °f,tP9
commodities is but & smell or even negligible proportion or’tho
total ‘movement detweexn San Franci sco Bay points and Los nngelcs.

The testimony of epplicants’ witnosoes indicates in
gencral that calls to San ‘Diego and Richmond axe mow but irrogularly
made. Such service as is provided is dependent upon the eamownt of

cergo the public offers, tho revenue received, the space avaiiabie,g

and the operating convenionce of the carrier. Witncssesxfor;tho_f

water cerriers further testified that the determination as to
whether calls should be mede was a metier properly to bc lort o
the JSudgment of the water carxrier. As rate increaSQS-by wamor,
truck, and rail are proposed to Richmcnd and. San- Diogo, quootion
was ralsed as o whothoer thcv&ter carriers were Jnstiriod iz asking
for an increase in the rates of land carriors fox tho pu:poso of
pc*mitting higher rates by'water when they wcro not‘willing to ’
asgure %the snippers that resular servicc by'water would be awail-
able. In reply a witness. ‘for tho applicanms testiried thax con-
sidering all of the cormodities invelved and considering that the
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futere of Coastwise intrastete water service w/os et steke, their
position was Justified. |

Seversl shippers threatened o put their own trucks into
operation if rates were raised. Tor example, & witnoss for the-
Fldbreboard Products Company testified tkat in virtue of the 'balonood.'
movement of rew materiels northbound with finished ti’ozfobod:':d pro=
olucts‘ southbound, 2 100 per cent load factor could be odreined.
Appiying this factor to C. G. Anthony's Exhibit ::-Qé' mtneas arrived
at a'cost of 22-1/2 cents per 100 pound.s for a 20-ton ga oiihe unif,’ .
after me.kins adjustments for'a 400-mile :-ou'to and. eliminating gros...
revenue taxes, cargo insurence, and prori‘o allomoe,. For Dioaol
equipment, thi* tigure dropped to 18.9 oents.' vC'osts ranging rrom 42
cents to 2L.6 cents were obtained by applying the same computation
to Fred E. Chesnut's cost study, Exhibit I-9, using 50 por con"c and
100 ner cent load ractors, respectively. An even lowey oos'b was
obtained by combining the most favoreble reatures of bot.h studios. ,

Witness ro:c tho Owens—Illinois-Paoiﬁc Compe.ny teotiriea
'that this compa.ny we.s now - operat“ ng e rleet or tmclfs between Se.n |
Frenclsco and the East Bay and within the City of Sem Fre.ncisco. . .
Iz the present rail rate of 20 cents per 100 pounds were .’moroased |
to the 32-1/2 cents proposed by a.pplican’c or oven %o 25 oon'ts,
this co:ﬁpany, would operate its own trucks between San Franc isco-
end Los Angoles. Evidence indlcated that the balanced nature ot
i-cs nor'th and southoound movement would pormit ol a high loe.d.

rac‘bor.

The Jomns-Menville Corporation witness pointed to & bal-

anced movemenﬁ consisting of moofing end insulati::g mtorﬁ.als |
southbound Trom its Pittsdburg and Rodwood City plam:s, and S.nm:sori.al
eartb. moving northbound. This compa;o.y .’z.s now truckine; appro:d.mately
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3,000 tons annually into the San Frdncisco Bay area by éontract |
coxrrier. A represenmative fron the Clozox Chemical Company
similexrly testified that this, company enjoyed a balanced novement

L Clorox southbound and empty bottles northbound gnd[that-an
4ncrease In retes would lead it to tuzn to proprietary tiucking
,‘o:r the construction of a plant in Los Angeles. . o

Witneas for the Eblly Sn@a: co~poraxion introduced e

cost study, Exxivit I-26, covering The covt to truck ongar from
Tracy, Celitornts,, to Los Angeles<(p. 931). The low cost of
17.84 cents per cwt. is shown. _This company et preseﬁtloperétes
epproximetely SO truck wnits and the view is adopted thet the
caddition of two or three more units would add'néthing'tovthex"
extsting overhead costs. All allowances were therefore sliminated
Loz ‘ieet managemonx end sﬁperviSion, meintenance 6: garages, ’
office fac¢lities, clerical work, or other overhead. Also;'ﬁo

profit was included as the witness stated the comyany ad not

expect to earm g prodit Lfrom trucking. -Four round tripv’per weekw

or 150,000 miles per yoar are expected; \
Serious doudt ariﬂes as %o the reason&bleness or comr

paring "ror hire” carriers' costs witha Shippers' estimates which

assune a 100 per cent losd factor and extrenely high use ractor,

end feil to make ellowsnce £oT supérvision; shop end office over-
heads, clerical expense, upecial tazeg or return upon ‘the ine=
vestment. It would appeexr, for example, that the cost or capital
to en ;nduutrial concern is Just as real when the money is in-
vested In a truck as when 1t iu inve sted Iin a piace of madhinery
and it seems doubtrul it th@ s.ockholderv of & concern would be

as willing t0 wa*ve the return upon this part ot their inveutmcnx
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as the record would lmply. It cannot de denled, however, that
proprietary truck operation §rovides potential competition; al;
thougk there is 1ittle evidence in the Tecord that such exists
todey between Sexn Franmclsco end Los Angeles on the 29 coﬁmoditios
here. concerned. |

STATUTORY PROVISIONS CONCERNING DIFFERENTIALS.

Applicexnts urge that Section 34(&) of the Public Utilities’
Act(ls) is a clear mandate of the Legislgzuée'to thbe Commission to pre-

serve water transportation in full vigor. Attention iz also directed -

19
toward Section 32% of the Act.‘ ?

(18) ‘Section 34(e) reads as follows:

"It i1s hexeby declared to be the policy of the State of
Celifornia that the use of all watexrways, ports, and harbors
of this State shall be encouraged, and %o that end the com-
mission 48 directed in the e stablishment of rates for water
carriors applying to business moving between points within

~this State to fix sald rates at such a differential under the
rates of competing land carriers that seld water carriers shall,
be able falrly to compete for said business, end.in the.fixing
of said rates there shall bPe tuken into consideration quality
and regularity of service and class and °peed of vesuels.
(Adced Statutes 1933, Chapter 784). .

~

Section 323 of the Act reads as follows:

"Whenever the commission, after a hearing had upon its
own motion or complaint, shell f£ind that eny rate or toll for
the transportation of property is lower then a reasoneble or
sufficient rate and that sald rate is not Justified by actual
competitive transportation rates of competing. carriers, or
the cost of other means of transportetion, the commission
shall prescride such rates as will provide an equality of
trensportation rates for the transportetion of property . -
between all suck competing agezcies of tramsportation. When
in the Judgment of the Railroed Commission a differential .is
necessary to preserve equality of competitive transportation.
conditions & reasonadvle differential betweon rates of common
carriers by rail and water for the transportation of property
may be meintalined by sald carriers and the commi sion may dYy
order require the establishment of such *ame g

(Added Statutes 1955 Chapver 700).




A consideration of the provisions of these sections,
however, cleérly'discloses that the languege of Section 34(a) must
not de construed &s mandatory. Here the Commission is directed to
#ix the rates of water carriers at such a differential undér those
ot competing land carriers that the former "shall be-able fairly o
compete for sald business,” amd in ar*iving at these Tates, it is
required %o donsidqr‘”quality and regularity of service and class and
specd of vessels,” 1f the Commission must determine retes o & basis
which will permit meairt competition between land and water carr;ers,
end must comsider "quality end regularity of service,” it undoudtedly
is clothed with some discretvion in arriving at the reéult;v Shbuld‘the
facts show that no differentiel is required to permit "réir"“competi—

tion, then the‘eétdblishmanf of such a dirrerential iﬂﬁnot-;ssenfial.

* Although the lenguage of Section 34(a) 1c surriciently -
comprehens;ve to emdbrace within the term "land carrieis” motor ca:riere
as well es railroads, these provisions must be read 2 the light or
Section 10, Eighwey varr;ers' Act (S% atuteo 1935, chapter 223) where
+he Commission 4s suthorized to establish just reasonable and noR~
d;scrﬂminatory meximm or minimum rates %o be observed by highway
carr;ers, other “then highmay common carriers, subject o the 1imita-
tion, however, thaz "such rates sh&ll not exceed “the current rates of
common’ carriers ror the transpo*tation of the same kind or property
between the seme points.” Here there is an express prohibixion a@ainst
the es abliuhment of a dirrerential in the rates or waber common car-
riers below-those or ighway Carriers. Bo:aver, in nrescribing these
rates, due conside*ation muyt be given to the cost or perrorming

"additionel tranSportationﬂ and -Tacces soriar'se~7ice° (20 which the

(20) Applicants state such sorvices embrece:

(&) Hgiit pick-ups and deliveries.

(v) dling freight between sidewelk or loading
platform end the interior of the truck.

(e) Eand;ing freight between place of rest in the
warohouse end the tall gete of the truck.

(d) Advertising on trucks.
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other types of carriers 4o not perform. From the evidence in this
proceeding it eppe‘ars that, after making allowances ror such serv'ices,
the trucks can meet the common carrier water rete.
Furthermore, Section M(e) mast be construed in conjunction
.with Section 13%, Pablic Utilities Act, added 1n 1935 (Stetutes 1939,

Chapter 700), = later emactment them Section_%(e.). Here eny coxmmon

carrier mey establish less then meximum reasonable rates "when the

needs of coxmuerce or vublic Interest reaquire,” 'subject to“’tﬁe' limitea~
tion that where such a red.uction is ou(.:.b.t for the purpose or meeting
the competitive cha*ge... of other carriere..of'the cost ol other meens
or transPortetion, tae carrier may not reduce the rates below the
charges of comtetins cerriers or the cost ot trensportation incurred
throusb. other means of transportation, "except upon suck showirg: Ye.s )
may ve vequired by the Commission end & £inding dy it thet the rate
ts justified by transportation conditions." From 'this lengtzeée thexre.
is clearly implied the e.uthority to cons ider the competition existing,'
between the carriers serving the field and im. determining the extent
to which' any ;proposed reduction may be justified by competition between
carriers, including that exiszting between the re.ilroeo.s \.e.nci the *awe.ter
cerriers, the Commission's discretion, under the terms of thi*" section,
is subject to 1o limitetion requiring it, in esteblishin@ ratoes eppli-
cable to the different types of carriers, to obsexve eny dii‘*‘erential.
Turning now to Section 32%, it will ve observed tha.'t this
section, added in 1935 (Statutes 1935, Chapter 700), elso sub equent
to the vassage of Section 34(a), suthorizes the Commt.s3ion uzicer. certain
conditions to "prescride sucli rates as will provide en equality of
trensportation‘rates for the transportation of property between all
such competing agencies of'trensportetion,” and’in o doing, the Com-
mission. mey, when in its Judgment 1t becomes necessary to preserve
equality of trensportation conditions, prescribe e ree.sorable iffer=
entiel between the retes of rail end water common carriers. Obviously
the provisions of ,thi's section are not ‘mende_.tory, on the contra_ry,
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they expressly clothe the Commission with discretionary power to
establish such & differentiel. In arriving at this conclusion, the
Commission is suthorized to consider and determine whether or«noﬁ
the oonpetition is of such a character as % warngnt,the creation
of & differential. Noreover, this section by its terms is limited

to rail end water carriers; highwey carriers are not included.

. Sections 34(a) and 32% are silent as to the problem of

Lixing wate: retes st & differential uwnder the land cerriers’ Tates
when there . may Ye no oorresponding dirrorontial in the cost by water
VS. rail. An examination of these sectlons does not lead to'tho'
conclusion that land carrier rates should be reised above what would
otherwise be consldered e "roasonable and sufficlent™ level in ordor
thnt"tho use of all waterways, ports, end hexrbors or this State
nhail be. encouraged," especielly wkoen the requested dit:orontinla
apply not only on tho port-to-port rates,, but on combination or
Joint water-rall ratos to inlend points. Nater oarriers oontond;,
'ror example, thaz thoy are entitled to a rair opportunity to oompete
for. the bus ness of Los fngeles in the soutk and the sugar trarrio‘
of Tracy, Manteca and Spreckols 41 the north.and that the dirroren-
tiels ostdblished to this end should be surrioiont to abaorb suoh .
wntor route. hendicaps as the extra costs of gotting goods to tho |
dock, tolls or wkexfage, merine insurance, rail line hnnl at destina-u
tion, and, in addition, en ellowence for the so-called nuisanco
fectors of w&tor transportation. (21) Nhen the cost of these items
(oxcluding nuisence factors) is snmmed up on a San Francisco-Los,
Angeleo movomont it mey oxcood the ¢ost by the all-rail rouxe.(az)
From a cons idoration of all the applioablo statutory pro-
visions, we mu.st conclude that the terms of Seotion 54(&) are not
mandatory. o | | )
TZI7 These latter include the greater liability for demage, 1oss ot
trensit privileges, slower service, less dependability, ete.

(22) Compere the all-rail cost of 27.7 cents per cwi. on 30,000~
pound shipments (Tedble IV) with the cost by water and Teil of

epproximately 30 cents (Tnble III)..
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POSITION OF THE STOCKTON TRAFFIC BUREAT (%}

The Stocktor Traffic Bureau pointed toward the raét
thﬁt with'rew‘exceptions the rell retes from Stockton to Southern
California points are the same as those from the San Francisco Bay
poinks to Souzhérn Calirornia;‘ In so far as the movement of the
commoditioes under consideration'is involved, Stockton 1s competi-.
yive with San Francisco @d is a related point. Therefore, the
‘rates betwoen Sex Francisco Bay points and Southern Caliro*n$a<,
'cannot pr0p0r¢y be considered without cons idering the corresPOnding
| Tates between Stockton and the seme Southern Cal¢rbrn1a points._
It was pointed out thet any increase in Sen Franciaco rates
‘hust do one of fwo tﬁings, elther the Sﬁocktog rall ra#es-nust‘bé
‘increased by rééson of the intermedieste application of the increesed
San Francisco rﬁté at Stockton; or the long standing cdmpetitive’

relat‘onuhip Yotween Stockton and San Francisco Bey poinxs must be

disturbed. Arter taking the position thet the record did not Justiry B

’any increase in the rall rates between Stod*ton and the Los Anseles
area, the Bureau further contended theat the existing adjustments of
rail and wat ter rates is unreesoneble and unjuutly discriminatory.
‘Its position mey be set forth briefly as follows: |

ETITEER: ‘ o
I any of the land rates %0 and from Souzhern
Californie are blanketeld st Stockton and Sen Franciseo
Bay points, the water rates should also be dlanketed
in the case of vessels calling directly at Stockton.

OR: o : |

'If the water rates to and from Southern Californie
points are higher at Stockton than at San :rancisco Bay
points, the land transportation rates 1o and from -
Southern Celifornia points should be lower at Stocktoxn
then at San Franciuco Bay points.

(23) The Stockton Traffic Bureau represencs the Anterests of the
City of Stockton, the Stockton Chamber of Commerce, the
 Stocxton Port District, and the San Joaquin County Fearm . |
Bureau Federation in trarric and transnortat;on maxteru. .
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As poinxed‘out elseWhere’in'thiS'Opinion;'the present

reil rate blexnket has been long established, generelly embracing

Sen Frenclsco, Stockton and, in meny cases, Sa.cra:nento., I't) is.
based upor a consideration of. meny ractors, among which distance

is only oxe. On the other hend, the water carrliers are a seperate
_corporate entity. Their rate edjustments ere by no means bownd by
the rail adjustmonts. To superimpose upon thom dy order the :feazures
of the rail rate stiructure may prove burdensome, particul‘eiiy a8
thls ordexr will grent them no relief from thelr pre’sem. rimciai .
plight. Undex these circumstances an order requiriné ‘them"lto | . |
extend their present ra’ces (cortain of which are herein round. to

bo non-componsato*y) 86 miles inlend, does r.ot appear e.° Jns‘tiﬁcd
nor does the reco:c-d justiry en order disturding .-thg p::esen‘t ,-blanket-.
ing of the rail rates. AR

CONCLUSTONS

The 'wdter ‘carx;iers state that / the dombiﬁalﬁion of theﬁir -
:rate reduct.a.ons, plus increa.sed costs, places tnem in a posi.'tion
where they must have 1mmediate relier in the ro*m or ra‘te increases,
and “urthemore, tha‘c such incroases cennot be e.pplied unle.,s tb.e
rates of competine; land ca.*riers are correspondingly raised to
maintein exiutine; dirrerentiels. Tb.ey support this. pos.a.tion wi't:h
the contention that the present .'Land car:rier rates. ere neither
compensatory from & cost standpoint nor 4u.;.tiried by compoti'cion. '
On the other hend, the reil lines strongly oppose. eny inoroase in
thelr rﬁtes, wrging, ﬁrstly, ‘ahet their existing Tates. are com-
pensatory, a.ﬁd secondly, 'zb.at market competition and the compotition
from "for hire"™ trucks end Ilrom the threatened operetion of pro-
prietéry truck.;.: necessitates and pgfmi_ts t}ae continuance.of theix
present cha.rses. ‘Truck operéforé toék‘-no ‘po'*’ 'cic}n hone'wé.y or the
other. Shinpers also o;pposed the increase 'or the reason., a.lready
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resented.
| The issues mey be summed up b*ierly as rollows..

1.5 Does the record Juut;ry the increase in water rates

'as requcsted? |
| é; Does thoe evidence Sustify sn order d;recting the land

ca_riers to inc“eaue their rates correspendingly, as requested by
the water ca:riers° |

Conce*nxng the £irst of these issues, the record is clear
ee to the wuter cerriers' nood for relief. The proposed averese
port—te—pert rete of 19.5 cents per cwt. is to be cemperedlwith an
average cozt of 19.7 centu.‘ The mownting cost of lebo4 end supplies,
counled with the rate reduetiens of recent years, h&u, without doubt,
served to justiry tho increeses requested, |
o Two questions erise in enswering the second issue:

1. Are the present land carrier retes below & reasonable

and sufficient level?

2. Are the present land carrler rates justirieq'bi con-

petition? | |

| Censidering‘the Lirst of these questions,'e-comparison‘er"'
the rail COSto developed in Tedble IV with the truck costs shown. in .
' Table XIT indicates the railroad %o be the low cost ce*rier, even
Though the 'truck costs Include pick-up and delivery. The-eueut;on
thus turns upon the sur’ic;ency of the present reil retea.» Table
IV was developed Toxr the pureoue of prov;ding such reasonable tost
es the record would permit of the surric;ency o the reil rates in
quesvion. An. exeminetion of this tabdle xndicazes that the revenues
earned by each ol the groups of commod;tiea named Is sufricienx to
meed 'ull ope*auing costs. Furthermore, the revenues upon all the
commodities, except -ten,,more “than meob the burden of fixed’ charges

allocated to them.




The 1tems Iailins to moeet the full burden of fixed
cherges' leld against them are listed belOW'with the emournt of

such deficienciesf

Amount by which items reil
to meet fixed ¢harges (Un-
adJusted for actual insteed

of mipimmm car losdings: mnd, o

‘Commodity ' ' | for classificat;on)- S

Beverages. ‘ ' 2,73 Cents per th.
Cexpets and Carpeting 2.73
" Dessert Preparations 5.73
Motals end MNetal Articles | 373
Metal Serap "3473
Painxs, etc. : _ . 2,73
Rags : 2.73
Rooring and Bullding Ma.terie.ls ) 373
Sea_Shells ‘ )

- 3.3.4:3°3 3 ‘33

In considering these Items it mest be remembered thet
the ¢osts are not adjusted for ‘actuel average caxr loadingv. Ir
such adju»tments were made, the .reduction in the drect co tq of
hauling beverages would amount to 3.0 cents; on rooring_and build-
(34? ir the cOT-

. . responding adjustments were also made in tho inéirect operating

ing materials 4.1 conts; and on salt 3.1 cents.

expenses, these reductions in costs would be about 50 per‘cent_
greater. It is evident that such cor*ections-in'thé’éost’ddta‘1"
would result in the rates on many of the above commodities being ’
found compensevory. EHowever, the date necessary to make such
edjustments is not Ix the record except as %o a reW'items.‘ .

On the other hand it must be remembered. that & propcr
adjustmen. ro* high- and. low-rated comodities and classirication
has nov been mede. Such an adjustment would serve in some in-
stences to increase ra;es anéd in the other cases to further reduce
Yhem. The desired date 1s bore slso-unaveileble.

In summing up 1t mey de steted that while the cost date

presented-in-this proceeding are ezxensive;'yet"the inebility to

(24) Seec Table VI.




make the various needed adjustmentg, plus the.use of systen
average unit costs, cemmot but leavVe an element of‘doubt as
to the degree they reflect true cost. However, after care;
Tul consideration of ell the rate end cost data pfesénted,_
end the various Tate and cost comparisons drewn therefrom
(with °uch adjustments as the rocords permit) it does not -
anpea_ thet the evidence justiriea e rinding that the rail
*ames are below a reaoonable and sufficient 1evel.

Tu:ning to the second question, the reco*d tndicates
that th e ractor of comvet;tion becomey the most errective in the
,truggle between the Tzil carriers and the "for hire“ trucks Lor
traffic. The rall lines point, Tor example, to their arrLiculty
in competihg for the business or indnstries‘not served by -spur
trecks. The cost to such- shipper° of moving thelir rreisht by
rail and truck.is compared below. h

‘The present rail rate bdetweer San Fraﬁciscdﬁénd Los. -

Angeles upon the 29 commodlities, whexn moving‘under 30,000f£o'

40,000-pound minime avercges about 27 ceats per cwt., to which

must be added an allowence 'for drayage to and"trom'team-tzaqu
end for car loading end waloadinag. Assuming‘from“the-éfidencex
in the record ar approximete cost of four cents per‘cwt.’ror_
drayege exd 2 cost.or,one“ceﬁx per ‘ewt. for lozding end unloed-
ing each, the total cost becomes es follows: |

. Drayege to Team Tracks
Car loading.
Precent Rall Rate (Average)
Cexr Tnloading
Drayage from Toam Tracks
;otal ‘Cost, Store-door to -
Store-door 37 centz per cwt.




The cost by reil 4s thus 37 cents (or 33 cents if omo
ol tke parties is locatéd on & spur track). On the other hend,
the evidence indicstes thet the costs of "for hire” % weking
between San Francisco and Loz Angeles VA1l vary i1n relation to
the size of the vehicle, the tﬁpe of fuel, the load factor,. and
the use factor. IZstimates ranze from meer 50 combs per cwt. down
to near 30 cents, including loading and uﬁloading, depending upon
the ellowances for these factors. Istimates by shippers‘went as
Low as 18 or 20 cents-dut these latter were bosed upon 100 per
cont load factors, extremely high use factors, aﬁd in certéin‘ 
ceses excludod sllowances Ior supervision, gerage nﬁinxenance,'
office overheads, and faixr return. A careful reviéw of the
ovidence justifies a conclusion thet under certain favorable con-
aitions assumod ii the studies sot forth berein, gommoditiés'can
be moved by the "Lfor hire™ carxriers at cOsts-somowhe:e between 30
and 40 cents per'cwt. As there is-little evidence as to the’vehicle
capacities, types of fuel, load Tactors, and use factors obteining
emong the San Frenclisco-Los Angeles truck oPerazors,-;t:is aifticult

on the presentffecord t0 reach eny closer ¢onclusions.

This truck cost of between 30 and 40 ceats Lis to be come

pared with thelpresénm cost by rall-of I7 cents on rall mo#eﬁqnxs
vetwoer industries not served by spur tracks. As the applicant |
water lines are propouing to'¢ncrease the average'rail,fdtqvor'27
conts to 32 cents, the ¢o st ostimate of 37 cents stofe-door;to‘stqre- f
door, uhown above, will be Incroased to about 42 conts. The bosiﬁion
of the rail carriers thet competition does not permit of the increase
in their retes appears Justified.

To sux up, Lnasmuch as thc reil rates ore. not found to be
less than reasonadle end surficienx and ;nasmnch as the proposed
redl rate increases are greeter than the competition will reauondbly

pernit, an order prescriding 1néreased rates for the land carrierss'

59




is not juétiried. Furthermore, a careful comnsideration of the
rete meking provisions of the Public Utilities Act and the High-
way Ggrriérs' Act does not Justify & crenge in such cpncluSion.

As tﬁe‘applicanx water lines heve requested that no in-
crease bhe prescribved in the rates of the ~teamor lines unless and
wmtlil related adjuatments are likewlicze ordered in uhe rates of the
compet;ng land carriers, no oxder presc:ibing such Inc¢reace will
be made as to such water lines.

Mention has deen mede earlier in this Opinfon concerning
the effect of the proposed rate increases upon‘the,present:rail
rete blankets end the problems erising thererrom. As these in-
lend rate reletfonships have been of relatively long wtandine,
and as the traffice has become adjusted to ‘them, they. °nould only
be disturbed afier serious consideration. On the othexr hand it
such rate melationships are not o be disturbed, applicents’ pro~- |
‘posel will require an average increase of approximstely $;.5Q per
ton on all lend movements of the 29 commodities between Central emd
Southern Caliro~nié-poinz° Question was ralised by shipperé.a?ltb
whether these rate increases on meny of the commoditiev would be
of eid to the water carriers where the preponderant volune. or the
tonnege Ls now moved by land. The water carriera, however, poinx
to the fact that their fntrastate business ha, become 50" unpro
able that two of the three interstate lines now operating have
ceased o solicit it, i.e., the Harmmond Shipping Company, utd.,
end the Pacific Steamship Lines, Ltd. It now conut;tuxes not -
over & per cent of the int@rutate business of the latter company,
where formerly it was 20 per cent. Rate increases are necessary
17 they are to0 regein end profitedly hendle +tho tonnageﬂphej once
ned. 'The con¢lusions‘re£dhed above, however, obviate the necessity

for further discussion upon these points.
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Tn virtue of these conclusions, end in view of ?pg fact
that the contract carrier and radiel highway common carrier oper-
ations here involved are also the subject of enother pending in;
vestigetion by this Commission (Case No. 4088, Part ”Hﬁ), no order'

prescribing rates will be made hereir as 10 such carriers.

Public hearings having been held in the sbove entitled
proceedings and based upon tho evidence received at the hearings
held therein and upon the conclusions set forth in the preceding
Opinfon, | -

IT IS EEREBY ORDERZD that Apol;cat;on No. 20535 be and

t is hereby den*ed withouz n*ezudice.

IT Is EEREBY’FURTEER ORDERED that Cace No. 4128 be and :
1t is heredy dlsmissed. |

IT IS ZEREEY FURTEER ORDERED that subject to the terms
of the followizg peragreph of this Order, upon consideration of
the evidence introduced in Case No. 4088, Part wI," no.maximum
or minimum, or maximum and minimum rates, rules;'r;gulations or
ditferentiels relating to any of tho matters or things,consid@red
iz Case No. 4088, Pext "I,” shall at this time bo esteblished or

approved, to be obéerve&; éhgr@ed end collected by any Radiel

HEighway Common Carrier or Eighway Contract Carrier.

I? I ESREBY FURTEER ORDERED thet the Commisclon shell
and it does hereby retein jurisdiction of Case No. 4088 to es-
teblish, approve, alter or amend any jﬁst, reasonable and non- |
diseriminatory maximum or minimum, or meximum and minimum rates,
charges, classifications, rules and regulations to ve charged,

collected and observed by Rad;“l Ei@hway Common Carriorv end Eggh-

way Contract Carrie*s, both ror the tranuportation axd accoszsorial
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services hereinabove deserided, and for other tranSPOrtdfion

and accessorial services es may from time to +time appaar proper
in the light of other or further evidexnce received thérein.
The effoctive dete of this Order uhall be twenty (?0)
days from the date hereof.
Deted at Sen Francioco, Calirbrn;a, this 2 day
of ?ebruary, 1937.




