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BY 7HE COMMISSION:

CPINION

The apolicant in cach of these proceedings seeks
authority of the Rallroad Commission 0 transport Droperty,
catefly excavated material, in dump trucks, under comtract with
the U. S. Treasury Department, on WPA projects in Los Angeles
City and Los Angeles County, from July 1, 1937, to September 30,
1937, at rates less thsn the minimum rates cstablisned for such
transportation by Decislon No. 28836 in Case 4087, as modifled.
The appllicants propose 1o render such service as needed and
called for by the WPA. The work is expected to be principally
wnder hand loading. ‘

The minimum hourly rates for two yard trucks are
$1.70 for haulling under power loading, $1.35 for hauling under
hend loading where the mileage does not ‘exceed 8 iMiles per
hour per day, and $1.60 for otaer hauling. For 4« yard trucks
the minimum hourly rates are $2.45 for haulmg under power
loading, $1.95 for hauling under hand loading where the mlle-
age does not exceed 8 miles per hour per day, and $2.20 for other
hauling. |

The requested euthorlty is necessary defore less
than mindimun rates may ve caerged, oy virtue of Section 10 of
the City Carriers' Act and Sectlon 11 of the Highway Carriers?
Act: out if the lower rates proposed for service to governmental
agencles are found to be reasonable they must de authorized.

A less than minimum rate o a govermmental agency 1s TO be
deemed reasopmable within the meaning of the Sections 1f not un-
Jjustly discriminatory against other Shlppers or traffic. =ach
of the instant applications, therefore, 1s to be granted if,

wnder the corditions and clrcurstances pertaining to tae particu~
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lar apolicant, the transportation in guestion can de performed
by the applicant av the rate proposed Withoux‘fesulting Ina
loss which would have 10 be recovered from other shippers or
traific.

Public hearings on the apdlications were nducted
before Examiner Zlder at Los Angeles onm July 8, 1937, and the
matters then submitted on a cdnsolidated'record, except that
an adjourned hearing was held on Application No. 21315 of Circle

Truck Compeny 1n Los Angeles on July 16, when the matter was

submitied.

No appearance was made by or on benalf of applicant
Harold Heckman, in Application No. 21296; nor applicant Floyd
L. Davls, in Application No. 21302; nor applicant Fred E. Amos,
1n Application No. 21317. None of the last mentioned applica-
sions states sufficlent facts to enable a flnding to be made
that the rates proposed are reasmable and the spplicatlions must,
therefore, be denied.

Thne elements which enter into the cost of operation
of any dump truck operated for hire and which must be considered
and provlded for in Tixing any proper rate, were enumerated by
wtness Charles E. Jacobsen, Senlor Ingineer, Transportation De-
sartment, . of the Rallroad Commission. Reference to his testi-
mony Will supply a helpful vackground for dlscusslon of the
evidence 1r theother appllcations.

The followlng were Stated by Mr. Jacobsen to be the
elements which go into fixed Cosis: |

a) Management and Overhead. For the larger

cerriers, thds item will include managerial expenses,
office salaries and expenses, solicltatlon and adver-
tising, office rent, statlonery, office equipment,

and similar costs. A small operator cmlig & single
Truck which ne drives himself will not lncur all such

S35 but WLll inevitably susteln some expense of tals
fature Tor time expende]c'iyin 2pplying Ifor wWrk, I0r




for telephone, bookkeeping, garage, and similar ex-

penses incldent to the conduct of The buslness vut not

arising directily from the operation of the truck.
Management and overhead, therefore, 1s an clement of cost

Wwildl must de provided for by all carriers.

o b)_ Unemployment and Social Securlty Taxes.
2als will constitute an element of ¢cost to all carriers

engagling the services of employees, but not to one who
oTHe and Nimself drives a single tRuck.

¢) Imsurance. Pudblic llability and property
damage insurance 1s reguired of all city and highwa
carriers. oome will also carry fire, theft and collision
Insurance for which drovision must then be made.

d) Taxes. All carriers are subject to a personal
property tax on thelr trucks and any other equipment
they may have. Taelr trucks are also subJect to motor wvehlcle
license weight fees collected by the Department of Motor
Vehlcles. Board of Zquallzation, Rallroad Commission and
¢lty llicenses and »ermits must also be provided for.

e) Interest on Investment. ALl carriers presum-
ably have scme investment in equlipment, the interest on
walch 1s a very definite cost whlch must de provided for
in the operating costs.

The fixed charges generally accrue or are determined
anmmually. To arrive at the fixed cost per hour of operation,
the yearly totel 1s divided by the actual or estimated number of
hours of operation. If it is desired to ascertain the fixed
cost per ton transported or per miles of operation, the anmual
fixed cost 15 divided by the total number of tons or mlles, as
the case may be.

The following, according to Witness Jacobsen, are

variable costs of for hire dump “ruck operatioﬁ, varying direct-
1y with the distence traveled and in proportion to the time the

trucks are oweraved:
£) Gasoline and oil.
2) Tre replacement.

n) Repairs and maintenance. ZIEXpense 1s always
rneurred for thls item. Adequate provislon for 1t must
ve made. The allowance must make drovision doth for
varts and materials and for labor, as well, even waen
*he labor is not nired but 1s verformed by the owmer him-

self.




1) Depreclation of equipment.
‘ §) Gross revenue cmarges. These amount to
taree per cent of the gross revenue from operatlon over

dublic highways not within incorporated limits, payable
o the State %oard of Zquallzation; and one—quarteg of

one per cent of all gross reveaue, payable to the Rall-

road Commlssicn. .

) Weges. Provision for wages must de made
even tggugn Pis owner drives himsert, and at no%dléss
than the Trevalling rate for the work involved. In the
operation’ of dump trucks, moreover,siudies Show na, in
addition %o productive labor costs, there 1s uswally In-
cxrred 2 non=productive lador expease of from ten 10 fif-
teen per ceat of the productlive labor cost.

AS 1n the case of the fixed costs, the varlable costs
may be converted to an aowrly, tomnage or mileage basls, as may
be desired, by dividing the total variasle costs for the year
(or other period used for the compllatlon or estimate) by the
pumer of hours or miles operated or toms transported, as the
case may be.

Tae charges above eaumerated, with the quallfications
noted, must be considered and provided for by all dump Yruck
operators in determining a reasonable and proper preferentlal

rate. They represent the bare cost of service.

Considering now Application No. 21293 of Willlan F.

OtSrien, the eppilcant Seeks authorlty %o charge $1.75 per

nour for hauling under hand loading and 41.95 per hour for
pauling under vover loading, witd a truck of 4.4 cublc yards
capacity. Appllcant tostified, however, that the amount actual-
1y b1d for the work and which would be charged for any hauling
performed 1s 32.00 per hour nauling under either hand or POWEr
loading. Tne'equ1pment 1s a 1926 Amerlcan LaFrance Sruck which
the applicant recently purchased for $250. It 1s fully pald for

out no replaceanent fund has been’provided. The epplicant drives

1t himself.




During the first six months of 1937 the applicant
performed approximately 259 hours of hauling. In Justifying

the proposed rates the only managerlal expense cansidered by
applicant was $9.00 for telephones Having no employees, no
expense 1S incurred for soclal securlty nor unemployment ln-
surance. The gpplicant carries only public liabillity and
property damage insurance, the premium on walch 1s $60.00, or
$30.00 for the Six months' period. lLicenses and taxes amounted
to 8$44.10 or $22.05 for the Six months* period, but the appli-
cant holds no Board of Zqualization license. However, as the.
- applicant's bld contalned an offer to perform services outslde
the city, provision for the licesse should be made. $12.50,
belng nalf of the license fee, should, therefore, be added to
nis costs. Neither does the applicant hold a city carrilers'
permit from the Railroad Commission, whlch would be requlred,
at 2 cost of $5.00; nor has he obtained 2 Los Angeles City
perzit. His fuel and oll cost for the 259 ‘nours was $87.00.
Repalrs and materials, including hired labor and his ow labor
t $5.50 per d2y, amounted to $57.68. He purchased retreaded
tires from his brother-in-law at a cost of $5.50. He made no
aliowance for depreciatlion; but witness Jacobsen testified that
three years would be a £enerous depreclation period for his
equipment, droducing a depreciatlion charge for the six months!
period of $41.50. ”
Considering these charges, DIus productive Wwages at
60 cents Dér hour, the appllicant's hourly Cost for the 259
hours would appear to be abb“oximately $1.71 per hour. Thls
figure, however, 1s somewhat low. The $9.00 allowance for
management 1s inadequate, as 1t makes no allowance for appli-

cant's time in promotlng his pusiness and other incldental

expenses. The amount of $57.68 hardly seems enough TO cOver




repalrs and maintenance of an eleven year old truck durlng

an average 6 monmths. His tire replacement allowance is In-
adequate for what might reasmably ve expecied, even conslder-
ing his opportunities for favorable buylng, and additional
allowances are necessary for the Los Angeles city license,
gross reveaue charges and ndn-productive labor. These additional
expenses, however, are relatively small and most of them are
determinable. It seems clear that, even malng adequate pro-
vision for tnem; the rate of $1.95 per hour, walch 1s minlmum
for naullng under hand loadlng 8 miles per nour per day, and
32.00 per hour for other hauling, walch O'Briem bid, will be.

sufficient o cover nis costs and that he may be authorized to
charge those rateés. We see no Jjustlification Tor authorizing nim

to charge any rate lower than that Did. Authority will, there-
fore, be granted to tais applicant To verform the hauling hereln

1volved for not less than those rates.

In Application No. 21303, Alfred Cook seeks authority
to perforn the hauling wnder elther hand or power loading for
$1.50 ver hour with a 4.4 cublc yard 1929 Reo truck wolch ap-
plicant drives himself. Durlng 1936 the applicant nad 485 nours
of productive operavion for which he camputed als cosis, exclus-
1ve of wages, as follows: llcenses and taxes, $47.76; public

11ability and proverty damage insurance, 866.00; gas and o1l
478.08; repalrs, $72.%0; 2 total of $264.34, or an hburly cost,
exclusive of wages, of 56.8 cents. Applicant testified the
1east he would work for is 75 ceats per hour, bringing the total

nourly cost showa DY applicant to §1.318. But this figure 1s
far below applicant's actual cost, for it has allowed nothlng

for managerial and overhead expense or {pterest on investrent,




nothing for tire replacement, nothing for depreclation or
replacenent of equipment, nothing for the Board of Zquall-
zation and Rallroad Commission permits and gross operating
charges, and nothing for the Los Angeles city license Zee.
Neither has he made any allowance for mainterance and repair
labor as his figure Includes only the cost of parts. With
these essential charges left wholly out of consideration, 1%
1s impossible to find, fram the facts before us, that this
applicant's proposed rate 1s reasonable. The application,
therefore, must be denled.

It is appropriate to remark also that the appllcant
testified that be 15 a primter by trade and entered into the
trucking business as a side line during the depression. He
expects to continue in 1t only so long as hls truck "holds
out". In proposing o haul for $1.50 per hour, the applicant
was admittedly bidding ageinst competltion and left out of
consideration the rmany essentlal items of cost referred to.

In other words, 1f the apélicant was not dellberately destroylng
nis caplital, he was af least making no attempt whatever %o
preserve 1t. This instance offers a practical lnsight into

the destructive effects of wnregulated competition in a highly
competitive industry such as transportation, and the manner in
walch 1t invites to the alghvays additlonal and wmecessaxy
trucking at unjustly discriminatory rates. It 1s typlcal of
the Xind of competition to wilch truck operators and otaer

carriers who are seriously endeavoring to maintaln sownd and

permanent businesses have veen subjected, and whilch 1% 1s the
intent and purpose of the Highway Carriers' and City Carrie;s*

Aict to eliminate. The puollc interest 1s more harmed than
helped oy accepting'serv1ce at rates which create such con-

ditions.




In Application Number 20313, Circle Truck Company,
a corporation; seeks authorlty to perform the hauling with
thirteen dump trucks of not over 2 cublc yards capacliy at
the rate for each truck of $1.35 per hour less 12%% for pay-
ment within 20 days. Attached to the application is a state-
gent of the appilcant's hourly costs for driver, repalrs,
overhead, gas & oil, compensation insurance and depreclation,
totaling $1.01. No account was taken of Inverest on invest-
nent in the applicant's 47 pieces of equipment. AT the hearing
tnis statement was modified by the addition of ltems for
ngeneral insurance” and taxes and by changlng the amount of
each Of the orig;nal 1ems, producing a total hourly cost of
$0.95. No supporting data worthy of notlce was suwpmitted for
any of the items. ALl were computed on the assumptlon that
all 47 pleces of equipment were operated elgnt lours 2 day,
six days a week, every week in the year, but the actual number
of hours of operation of each truck, Or of all of them To-
gether, was not shom. The assumption 1s so unreasonable as
+0 be wacceptable. The inconcluslive character of the show-
ing 1s emphasized by the radlcal differences in tne applicant’s

two cost statements, for whica no explanation was orfered. e

are unable to find that the proposed rate 1s reasonable.

Tn Application No. 21316 of Willle Willlams, author-
1ty 1 sought to perform the service at 97 3/4 cents per hour.
T™his applicant offered no testlmony but merely submitted 2

written statement in whica certaln estimated monthly cosis are

set forth. These costs include a monthly payment, presumably

on the truck, insurance of a kind not shows, a license of a xind




not stated, and gas and oll. The total of these costs 1s
converted to a dally basis, "figuring on a talrty-day month",
and the result, in turn, is converted to an hourly cost on
the basls of an elght-hour day. It is manifestly impossible
to approve the proposed rate on the showing thus made, as
only @ few of the essentlal elements of coSt are considered
and because a productive use-factor of Thirty eight-hour days
2 month wWill not be experienced in actual operation. Tils

application must, therefore, be denled.

The above mentioned applicatlons having been duly
heard and submitted for decision, and the Commission now
belng fully advised In the premlses; on the basls of the
conclusions and findings in the preceding Opinion,

IT IS HEREBY ORDERED that applicant Wllliam F.
O'Erien, epplicant in Applicaticm No. 21293, be and he 1S
neredy authorized to transport sand, rock, gravel, excavated
material, rubbish, etc. in dump trucks of 4.4 cublc yards
water-level capaclty wnder contract with the U. S. Treasury
Departnent on WPA projects In the clty of Los Angelés and
the county of Los Angeled between July 1, 1937, and Septenm-
ber 30, 1957, at the rate of not less than $2.00 per hour;

provided that such trensportation mey be performed by appli-

cant under nand loading mileages not exceeding 8 mlles

per hour per day, at the rate of not less than $1.95 per hour.
I7 TS HESREEY PURTHER ORDERED thet Application No.

01296 of Harold Heclman be and 1t 1S hereby denied.

TT IS HEREBY FURTHEZR ORDERED that Application No.
21302 of Floyd L. Davis be and 1t is hereby denled.




IT IS HERIBY FURTHER ORDERZD that Application
No. 21303 of ALfred Cook be and 1% 1S heredy dented.
IT IS HERESY FURTHER ORDERED that Avplicatlion
No. 21513 of Circle Truck Company be and 1t is heredy dented.
IT IS HERESY FURTHER ORDIRED that Appllcation No.
21316 of Willie Williams be and 1% 15 nereby denled.
IT IS HERESY FURTHER ORDERED that Application No.
21317 of Fred E. Amos be and 1t 1S hereby dented. /
Dated at San Francisco, Callfornifa, this _’EZ___ day

of July, 1937. /%%\
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Comnissionars.




