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Decision No. Ao ST

BEFORE THE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Investigation

by the Commission on its own movion

into the rates, rules, regulations

and practices of carriers engeged in Case No. 4079
the transportetion of petroleum and

retroleum products within the State

of California.

Additional Appearances

wallace L. Ware, for Tank Truck Operators Associatilon.
Burton Mason, for Southern Pacific and affiliated companies.

3Y¥ THE COMMISSION:
TEIRTEENTE SUFPLEMENTAL OPINION

3y Declsion No. 296267 of November 9, 1936, as amended, in
the above entitled proceedling, the Commisslon established minimum
rates for highway carriers, and reasonable and sufficlent rates for
common carriers by rallroad, for the transportatlion of refined
vetrolewnm and petrolewn products in tank cars or irn tank truck
eouipment. Thereafter, the proceeding was reopened for the purpose
for recelving ovidence reletive to a petition filed by Tank Truck
Operators Association seeking a modification of the rates so estab-
liched between points located wholly within any of the defined groups
and between points located within any of sald defired groups on the
one hand end poirnts located not more than 30 miles distant therefrom
on the o<her hand. The matter was assigned to Commissionper Wirdtsell

and evidence on his behalf was teken at & public hearing held before

Treminer P. W. Davis at San Fre.ncisco.1

> A concurrent hearing was held in Case No. 4250, Re Establishment
of Minimum Rates on Petroleum and Petroleuw Products by City Car-

rLlATS. e evidence adduced w ¢ consldered aiso e tlel
sctoblishment of minimum rates for city carriers in that proceeding.




The rates conteined in Decision No. 29267, supra, as amend-

ed, are set forth in mlileage scale form. The truck scale provides

rates of & centsz foxr the first 15 miles, 4% cents for distances over

15 to and Including 20 miles, S cents for distances over 20 to and
including 25 mliles and 5% cents for distances over 25 to and includ-
izg 30 miles. PFPolnts within the principal producing and refining
areas are grouped Iinvo thirteen groups. Each group 1s assigned a
nlleage basing point and rates from and to all points within the
groups are computed at the rates provided for the distance from or to
thelr respective milesge basing points. For movements wholly within
HiF 688 450 4 7t of 4 cetts 1o epplieable.” Mhe setitden of
Tanlk Truck Operators Assoclatlion here involved seeks & revision of

the foregoling hasls by the establishment of an intra-group rate of

[

S cents. It also seeks a reduction in the truck scale by the pro-
vision of a rete of O cents for the first fifteen miles, 3% cents

Tox the noxt rive miles, 4 coents for the next five miles, and 5 cents
over twenty-five miles, grading into the present mileage rate of 6
cents for distances of more than thirty miles.

In suppoxt of the petlition a witness testifying in behalr
£ the Tank Truck Operators Assoclatlon declared that & considereable
volume of reflned detroleunm and petroleum products which had pre-
viously been transported by for-kire truck carriers was being trans-

ported by refinery owned or leased eculipment; that there was a

2
Rates are stated in cents per 100 pounds.

The xeil scale starts at 6 coxts for the first S mlles and in-
creases 1 cent for each additional S miles thereafter, the rate for
distences of more than 25 to and including 30 miles being 1l cents.
The intra-group rate for rall transportatlon is 4 cents also. Truck
cerriers are perulitted to apply the rail rates for ftransportation
between rallhead points in the event such rates are lower than the
truck rates otherwlse applicedle. <Conversely, rall carriers may
publish rates based on the truck scale when such rates are lower

than the prescribved rail rates.




growlng tendency on the part of oll refiners to engage even more ex-
tensively in proprietary operations, particuwlarly in the Los Angeles
erea; that virtually all Independent refiners were using plant
Tecllity trucks; and that for-hire truck carriers had recelved
mumerous representations from the various oil compenies to the ef-
fect that more plant facility trucks would be pressed into service
unless rates for short-haul transportation were reduced. The wit-
ness steated that although the present rates were not excessive from
a2 for-bire cost standpoint they were higher than the costs exper-
lenced by the producers and refiners in perfoming the same trans-
portation iIn thelr own equipment. He explained that proprietary
owned trucks had access to the plant loading facilitles 24 hours a

day, whereas such loading facilitles had not been made available to
for-kire carriers for more than one-ralf of this period. FEe stated

that proprietary operatlons thus produced equipment use factors as
high as 20 bhours a day whlle the maximum use factor which for-hire
carriers could obtain was 12 hours.

The assoclation's witness claimed that while the proposed
rates would not return the full ¢ost of perfoming the service in a
for-hire overation they would return at least the out-of-pocket cost
and would contribute something towards fixed expenses and overhead.
In support of this claim, he presented a study of the cost of per-
forming short-haul transportation in six-wheel truck and trallerx
units of 20 tons cepacity. EHe also develoved in the study the esti-
meted full cost for verforming the same service Iin proprietery

equipment. In the following table are shown the actual out-of-

pocket costs, out-of-pocket costs plus fixed expenses, and full
costs including overheed, developed by this wltness for a for-hire

operation, vdased on = use factor of 12 hours per day. In addition




the estimated full costs of a proprietary operatlion enjoying a use
fector of 20 hours are set fortk. For convenience in making com-
parisons, the present truck rates and the reduced rates here pro-

posed are included in the table.
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Costs and Rates are in Cents 4 Yile

per 100 Pounds 12 Mlles | 30 .Miles

.0226 0365

Out=of-pocket Costs .Q0l22
" on n 0298 | .0464

* plus fixed expemses | .0174

Present Truck Rates - 0400
Proposed Truck Rates 0300
Full Costs, including Overhead, ex-
perienced in plent facility 0178
operatlons 1
) }

0400 ; L0550
0300 .0500

L0313 ? .0492
:
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Full.Costs, including Overhead .0201 g 0344 | .0536
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Although the petition of the Tenk Truck Operators Associla-
tion proposed the establishment of a 3 cent rate for tramsportation
within any of the defined groups, its witness expressed the opinion
that the Los Angeles group was unduly extensive and that the estadb-
lishment of the 3 cent rate throughout that entire group was un-
necessary. IHe advocated the division of the Los Angeles group into
two zones, the establishment of the 3 cent rate for movements dbe-
tween points within the imner zone and the use of the regular mile-
age basls for other movements.

No one specifically opposed the granting of the applica-
tion. However, counsel for Southern Pacific Company developed on
cross examination of the Assoclation's witness that the established
truck rates were coasistent with operating costs in 1935 (the year
i1n which cost studies preliminary to their establishment were made)
and that such costc had increased approximately 30 per cent slince
that time. He developed further that altbough the reduced rates
sought were admittedly lower than necessary to produce full costs

no compensating increases in other parts of the scale were contem-




plated. Thls counsel also requested that in the event reduced rates
tor truck transportatlion be authorized, the rall carriers be pemit-
tod t0 meet such reduced rates.

The record is convincing that the proposed rates are neces-
sary to prevent further diversion of this traffic to proprietary
operations and to regaln to for-hire carriers a portion of the traf-
fic already lost. The cost study introduced by the Assocletlon's
witness indicates that the rates here proposed are, with minor ex-
ceptions, in excess of the estimated full cost of proprietary opera-
tion; that they will return something more than the out-of-pocket
costs experienced in for-hire transportation; and that, moreover,
they will in many instances contribute substentlially to fixed char-
ges and overhead expenses. In this comnectlon it may de polnted
out that the cost study indlcates that on hauls of 15 miles oxr less
the proposed rates will more than return the estimated full costs
of performing the transportation operations. The reduced rates
sought will be granted.

In view of the fact thet the four-cent intra-zone rate
applicavle for movements in the Los Angeles growp has been assalled
only in so far as it concerns movements within a limited portioen of
the group, the reduction in the intra-zone rate will be made applic-
eble only to that portion of Group 6 within which the 3-cent rate
was sought.

As hereinbefore pointed out, rail carriers have been
authorized by prior orders in this proceeding to publish retes based
on the truck scale when such rates were lower than the prescribed
reil rates, hemce no further order is required to enable the rall

1ines to take advantege of tho reductlons herein made.

By & prior supplemental order in this proceeding (De-

cisiorn No. 30085 of August 28, 1937) the Commission established




interim minimum rates for the transportatlon of fuel oll by high-
way carrlers. As these Tuel oll rates will be cancelled and super-
seded by an order of *uis date ln Case No. 4249, they will be here
specilfically eliminated from said Declslion No. 30085 for the sake

of clarity.

A further »ublic¢ heaxing having been held in the above
entitled proceoding, and based upon the evidence recelved at the
hearing and wpon the conclusions and findings contained in the pre-
coding opinion,

IT IS HEREBY ORDERED that Declsion No. 30085 of August 23,
1937, as amended, in Cases Nos. 4079 and 4191, be and it 1s hereodby

Tartoer amended as follows:

(A) substitute the followlng paragreph for paragraph (e¢)2 of
le No. 60 to Appendix "a~1" of seld Decision No. 30085:

®2. Between polnts situated in the same group the mini-
~ mum rate shall be 3 cents per 100 pounds. (See
Bxception)

EXCEPTION: Between polnts situated witaln Group 6
the ninirum rate shall be 3 ¢ents per 100 pounds ex-
cept that betweon points situated within the City of
Los Angeles northerly of the following line, on the
one band, and polnts situated withln the City of Los
Angeles lyving souvherly of said line and all other
yoints in Group 6 on the other hand, the minimum rate
shall be that provided for the distance from point

of origin to point of destination, or 4 cents per 100
pounds, whichever is the lower.

Beglaning at the intersectlon of Sunset Boule-
vard and U. 8. Eighway No. 10l-A; thence north-
casterly along Sunset 3Boulevard to Falrfax
Avenue; noxtherly along Falrfax Avenue to Holly-
wood Boulevard; easterly alorng Hollywood Boule~
varéd +o Sierra Bonita Avenue; northerly along
Slerra Bonlta Avenue to Franklin Avenue; east-
orly along Franklin Avenue to Vermont Avenue;
southerly elong Vermont Avenue to Hollywood
Bouvleward; southeasterly along Hollywood Boule-
vard and Sunset 3oulevard to Lilac Terrace;
easterly along Lilac Terracod to Bernard Streeb;
sasterly along Bernard Street to North Broadway;
nortierly and easterly &l ong Northa Broadway to
Mission Roed; northeasterly along Mission Road
to Dwatington Drive; northeasterly along Hunting-
tor Drive to its intersection with the Los
Angeles-Alhembra c¢orporate boundary. ™

-
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(3) Substitute the following rates for the rates set forth in
Iten No. 2 of Appendix ™A-1" of seld Decision No. 30085
for distances up to and.including 30 miles:

Rates in cents
Miles per 100 nounds

Not over 5

Over S but not over 10
" 10 13
" s " " A 20
" 20 i " 25
" 25 *» " 3

(an'g‘d(Q (R &)

(C) Cancel Item No. 3 from Apnendix WA-l" of said Decision
No. 30085.

In all other respects said Decision No, 30085, as amend-
ed, shall remairn in full force and effect.

This oxder shall become effective December 7, 1938.

Deted et Sen Francisco, California, this ‘ngi_ dey of
)/Z//Y"JJ,AJ/&\J , 1938.

Stewind,
sl

s/
N
Commissioners.




