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Decision No. L LA
BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
C.B.YCCLAIN, an Iindividual doing busi-
ness under the fietitlous name and
style of MCCLAIN TRUCK COMPANY, for zu-
thority under Section 11 of Caapter 223,
Statutes of 1935, 2s amendcd, to perform Application No. 21877
transportation and accessorial service
at a lesser rate than the minimum rates
preseribed by thils Commission by Deci-
sion No. 3037C, as amended, in Case No.
4088, Parts "UM" and T

Barry M. Vade and Arthur H. Glanz, for applicant.

Tallace X. Dovney, for Pacific Freight Lines and
Pzcific Freight Lines Express,protestants.

F.C.Nelsor and Burtor Mason, for Southern Pac~
ific Company and affilizted companles, as their
interests nay appesr.

BY TEE COMMISSION:

ORINELION

Applicant, 2 highway contract carrier, seeks zauthority w-

der Section 11 of thne Highway Carriers!? Actlto transport fresh meats,

packing house products 2nd related articles from Los Angeles to cer-

tain defined territories north thereof along the coast and in the San

s
The applicution embraces the following commodities:
Bladders,animal, Neat,camned,either with or
Bones,meat,fresh, without vegetable ingredients
Butter and butter substitutes, ¥eats,cooked,cured or preserv-
Casing,causage, ed,
Cheese, Meats,dried,éry,salted ox
Chil4d con carne,dlry, smoxed,
Eggs in shell,in-wcases, Meats,pickled,
Eggs,frozen, Xeat,fresh,
Extract bheef,cubes, Meat,fresh,cszlted,
Grezse, Mince nmeat,
Hog stomach lining, Nezatsfoot stock,
Hog skins or rinds,frozen,zreen 04il,l=x4,
szlted,pickled or smoled, 0il,neatsfoot,
Lard,leaf,not reandered, 0il,oleo,
Lard and lard compounds, 0Ll,tallow,
Lard substitutes, 0il,vegetable,
Oleomargarine,




Joaguin Valley, at rates lower than those estzblisned as minimum by
this Commission in Decision No. 30370, as amended, in Part V¥ of
Case No. 4088.

A zublic hearing was had at Los Aageles before Examiner
Bryant and the matter was submitted on driefs.

Applicant Is engaged principally in the transportation of
the comnoditics involved in this opplication wmder exclusive con-
tracts with Cudahy Packling Company and Armour and Company, from the
Los Aagles plents of those companies to coast territory extending
fronm Goleta to Paso Robles and o San Jozguin Valley territory extend-
ing from Bakersfield to Fresno. He proposes to charge for tais trans-
portation, iz lleu of the established minimunm rates, 42 cents per 100
pounds for transportation from Los Angeles to Fresno in guantities
of 18,000 pounds or more, not including split deliveries; 55 cents
per 100 pounds to the San Jozcuin Valley territory, subject to =
minimum weight of 10,000 pounds; and 59 cents to tae cozst territory,
subject to 2 minimum weight of 15,000 pounds, the two latter rates
Including apl:}.t deliveries.

W.#. Cawley, 2pvlicant's manager, deseribed in detall the
manner in whica the transportztion involved is performed. He stated
that large refrigerator trucks and trallers are used for tae line
hauls and for deliveries along the direct routes 2nd that "shuttle™
trucks 2re used to make deliveries to sideline points. EHe said that

mony split deliveries are ordinarily made en route except in connect-

fon with shipments to Fresno whica, he explained generzlly move through
2

in truckloads.

1 (concmaged)
Oleo stock, ' Sausage,cooxed,cured or preserved,

Poultry,dressed, Stearire,

Rennets, Tallow,onimzl

Sausage,fresh, Weasands.
2 Py Decision No. 30593 dated February 7, 1938, in Application No.
21701, applicant was authorized to assess a charge of 1 ceat per 100
pounds for each stop, minimum 25 cents, in place of the 85 cents per
stop charze established by Decision No. 30370 in Case No. 4088,Parts
ngr and TVE, 2




Witness Cawley stated that the truck equipment is in use
18 hours per day, six days per week, that the employees of the ship-
per do all the bdilling, and that loading of the linme-haul trucks is
dore directly from the shippers' plants. He pointed out that the

volume of movement is heavy = more than 14,500,000 pounds of meat, pack-
ing house products and related articles having been transported by ap-

plicent to the territories involved during 1937, for the Cudahy Packing
Company alome. KHe said that the shippers usually have return loads from
the valley dut that returan loads from the coast points are rare.

M. Lawrence Berk, a certified public accomntant, introduced
en exhibvit shbwing the estimated cost to applicant of performing the
trensportation here involved, based on an analysis of applicantts
general records for an elght-year period ending with December 3i,l937,
as applied to time and mileage records for the week of February 13
to 19, 1938. Tixed expenses (including taxes, licenses; insurance,
rent, rerriserétion, depreciation on & ten-year bdasis and 4 per cent
return on the undepreciated investment) on each unit of equipment,
were reduced to a daily basis. Runniné expenses (including drivers?
wages, fuel, lubricants, tires and repairs) on each unit of eqnipmaﬁt,
were computed on a mileage basis. Overhead expenses, such a&s execut-
ive salaries, general office expense and compensation insurance, were
expressed in percentages of the snnual gross revenue. The estimated
cost for the valley operation was then developed by allocating mile-
age costs for the mileage traveled one-way (it being azsserted that
other cargo was aveilable for the return trip), fixed charges accord-
ing to the operating time one-wey, and cverheéd expenses according to
the gross revenue which was actually received., The estimated cost

for the coast operation was computed in a similar menner, except that

round-trip mileage and operating time were used. The average ¢ost




developed for the valley operation was 56.86 cents per 100 powmds
ané for the coast operation was approximately 71 cemts per 100 pcm::xcis.:5
Harry M. Wade, one of %tae coumsel appearing for applicant,
presented two exhibits comparing the estimated costs developed by
witness Berk with the revenue which would have acerued during the
week of February 13 to 18, 1938, under the proposed rates. According
to these exhibits the cost for the valley operation dwing that
perlod; as developed by witness Berk, wowld have totaled $1112.45.
This cost was computed on the one-way nlleage, 1t being assumed that
sufficient back-hzul tonnage would be ovtairned to cover the cost of
the return trip. Assuming that the proposed rates were charged on
the meat and packing house products, and the rates In effect prior
to the establishment of minimum rctes were charged on other commod-

ities handled, the one-way revenuve for thls operation wowld have

totaled £1244.84.

On the coast operaztion the ftotal cost would, according to
Wede's exhibit, be $688.70 (adjusted to compensaie for corrected al-

location of fixed expemses). This figure wes based on the rowmd=-

trip cost on the theory that return tonmnage was not available. The
votal revenue produced by applying the proposed rates to the neat
and packing house products traffic and the rates previously in ef-
fect t0 thc other commodities would be $671.45. Applicant asserts
on brlef that the loss so developed would to an apprecilable extent be
offset by subsecuent increases in rates charged on commodities not covered
oy thils application.'
Y. Love, assistant traffic manager of Cudahy Packing Conm-

3

.. The costs for the coast operation were revised orally at the hearing,
- witness Berk conceding on c¢ross—examination that the time originally
used in allocating the fixed charges to the rowmd-trip movement was
inadequate.




pany, Introduced exhibits comparing the proposed rates with the rates

used prior to the estzblishment of ninimum rates znd with the esti-
mated average rates that would be produced by use of the established
ninimm rates applied to actual movements. _He showed that the pro-
posed rates were from 5% to 8% cents per 100 pounds less thzn the
zverage of the established minimum rates, based on the zetual operae
tions of applicant for severzl representztive days.é

Witness Love stated that, regerdless of théir volume, the
established ninimum rates were objectionable for this operation in
that they made it necessary to classify comrodities, that they pree
vented 2 mixture of differently classed commodities in the same ship—
ping containers without penalizing the lower classed =articles, =md

that they made it necesszary to compute in each instance the shortest
constructive milezge over routes which changed from day to day. He
contended that these factors made it impossible to compute the rates

in advance of time of shipment without additional expense.
C.L.Cooper, traffic managexr for Cudahy Packing Company,
stated that his compeny maintains 2 flat selling price throughout the
San Joaguin Valley territory and throughout the coast territory.v He
asserted that this method of selling made it essential that transpor-
tation rates be simllarly blanketed over the territories, and tast
it would be necessary for kis company to operate its omn eculpment
should this application be denied.

4 The following table shows the comparisons made by wiﬁﬁess Love:

Average Rates' :
produced under :
Prior Rate Decision 30370 :

Coast operation 53% &7 59
Valley operation 50 60.5 55
Fresno operation 40 (not developed) 42

Proposed Rate




The Southern Pzcific Compeny 2nd affiliated companies,
Pacific Freight Lines and Pzcific Freight Lines Express opposed
the application. C.G.inthony, vice-president znd general traffic
manager of Pacific Frelght Lines, testified that the protesting
carriers served Swift and Company and 2lso from 17 to 20 smaller
packers in the Los Angeles area, which packers he said were in
direct competition with Cudzhy and Armour for the business in tae
San Joznuin Valley and coast territories. KHe asserted that these

packers are using common carrier service and that vacy have noy ob-
Jected to use of the c¢luss rate dasis. He coatended that the grant—
ing of the special authorities here sought would be disciminatory

in favor of zpplicent's snippers =nd prejudicial to patrons of the
Pacific Freight Lines.

Titness Anthony pointed out thz2t the sought rates were pro-
posed to be blanketed between Bakersfield a=nd Fresno, a distance of
108 miles, and between Goleta and Paso Robles, a distance of 152
zmiles. He contended that rates so blanketed would result in exces-
sive rates to Bakersfield and other relatively short-haul points
higher in fact than t2e established miniwmum rates, and that the rates
to the more distznt points would be non-compensatory. He expressed
the opinion that the effect would be to divert the short-haul tan-
noge to some other carrier, leaving for applicant only the long=haul
low=rated traffic, and would thus tend to disrupt commodity mixtures

upon the assumed continuation of which the established minimum rates

were predicated.

The reocord is not convineing that the proposed rates would
be compensatory. It is true that applicant enjoys a heavy volume
of traffic and +hat through the cooperztion of his shippers he is able

o effect certain ecoanomies of operation. On the other hand, the

5




sexrvice which he performs is nighly specialized, recuires the use of

specially trained employees who recelve wages adbove the average, znd

regulires the use of expensive refrigerated‘equipment. Any econonmies
made possibie by cooperation with the shippers would appeaﬁ to be
outweizhed by the wiusual expences Ircurred in performing the trans-
portation service.

Applicant's cost exhiblts nave three serious infirmities.
The first is that the overhead cocts have been.assigned on the basis
of 2 percentage of the gross reveaue zetually received, rather than
upon the revenue whick would have acerued under the proposed rates;
the second is that fixed charges and overhead costs have becn computed
oaly feor thewequipment actunlly uscd daring the period selccted,
without regard to the fact that these charges would continve to run
on idle eguipment; znd the third is that It has been assumed that the
back=haul tonnage from the Valley will be of 2 quahtity 2nd kind

able to bezr the full back-haul cost. An =zdjustment of the final
figures to compensate for the first two infirmities mentioned would,

of course, wezken applicant’s position in contending that the sought
rates woulc be compensatory. However, the failure to show definitely
that the tonnage obtained on the return trip from the San Joaguin
Valley to Los Augeles will »roduce sufficient revenue to offset

the one-way cost 1s the gravest defect. According to Exhibit No.

8 Introduced by witness Wade the revenue produced by the return ton-
nage during the week of Februzry 13 to 19, 1938, was $1061.78.
Assuming thaat the cost of making the return trip was substantizlly

the same 2s the outbound cost of $1112.45 as developed by witzess Berk,
the return toanage would not have paid its way aﬁd the z2ssumed profit

on the outbound movements would aave been dissipated to that extent.

e




Taile 1t may be that increases in revenue on commodities other than
meat and packing house products, resultirg from observance of the
ninimum rates in effect after April 1, 1938, would reduce or elimin-
ate the losses, tae record affords no indication of what inerease in
revenue on thils account may reasonably be anticipxated.

In view of the fact that 2apdlicant's om figures show a
loss on the coast operation ond that the potential profit on the
Valley operation overlook several probable offsetting fLactors, the
record is not convincing that the rates proposed by applicant would
return the cost of rendering the service recguired or that the gemeral
levéi'of the established minimum rates Is excessive for these opera-~
tions. WTaile 1t does zappear that, due to pecvlliarities in the char-
acter of the transportation service performed and in thre nature of

the commodities transported, provision for use of 2 limited commodity
grouping and of territorial rate blankets may be approprizte, there

is not sufficient evidence of record from which modified rates might
be substituted, This application will be denied, therefore, without
prejudice to the filing of 2 supplemental application proposing 2 re-
viced basis of rates which m2y be chown to be rezsonzble and compen-
satory.
CRDER

This application having been duly heard =2nd submitted,

IT IS EZREBY CRDERED that the application of C.R.McClzin,
zn individual doing business as MeClain Truck Compony, be and it is
hereby denied without »rejudice. :7/f

7
Dated at San Francisco, California, this /.7  day of
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