Decision No. e VLA

BEFORE THE RAILROAD COLOLISSION OF THE STATE OF CALIFORNIA

In the Matter of tne Application of
CEAS. E. WARD and J. L. STELLING for
an_order authorizing the establishment
of reduced rates for the transporta~
tion of specifled commodities between
the plant of the Lindsay Ripe Olive
Company and various other specified
points in California, under Section
11 of the Highway Carriers Act.
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Application No. 22159

B3Y THE COMUISSION:

J. 3. Deuel for the applicants and for the California Farm
Bureau Federation.

Gerald Z. Dulfy and Goorge T. Hurst, by C. R. Blshop, for
The Atchlson, Topelka & Santa Fe Rallway Co.
2. E. Wedelkdnd, for Southern Pacific Comnany, interested purty.

T. G. Differding, for Oalland Chamber of Commerce, interested
party.

W. G. Stone, for Sacramento Chamber of Commerce, interested
party.

Zéward L. Berol, for Truck Owners Assoclation of Califorrnia,
as 1ts Interests may appear. .

QRINIOR
By thic application C. E. Ward and J. L. Stelling, radial
highway common and highway contract carriers,‘each seels authority'under
Sectlion 1l of the Highway Carriers' Act to transport canned olives,
olive products, empty cans, empty glass jars, eupty glass bottles and
fibre box shook, under contract wita the Lindsay Ripe Olive Company
(an agricultural cooperative associlatlion), between Lindsay on the one
hand and San Frarxcisceo Bay points, San Jbse, Stocekton, SacramenzoilLos
Angeles and Long Beach on the other hand, at rates less than the estab-

1ished minimum raueo.l The nmatter was publicly heard before former
Commissioner Whltsell.

Ihc minimum rateu applicablc for the tranuportation hore involved,
at . the time this application was filod and at the present time, are
those established by Decision No. 30738, as amended, in Case No. 4088,
Part "P", and Decisiom No. 30370, as amended, in Case No. 4083, Paorts
ngw gng Wy, Effective August 7, 1939, howcvor, those decisions will
be cancelled and superseded by Decision No. 31606, as amended, in Cace

No. 4246, and, thereafter, the minimum rates will, in general, be sub-
gtan.ially lcwcr for this transporiation.
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hecording ©o the record, Stelling conducts fbcr types of
trucking operations, viz., contract, radial, interstate common and
proprietary. The coniyr act operation is the one involved in this applLi=-
catioﬁ.. It represents approximately 50 ner cent of this applicant'°
total trucking business and consists of transporting canned olives
and oliverproducts from the plant of the Lindsay Ripe Olive Compaa; |
at Lindsay to *he points invelved in this application, and of trans-
porting empty cans, empty Jjars, empty botiles, box shook, sclt, l;bels
and ccid on tze retura movements. The radlal operation involves the
trancportation of oranges, fibre box snoo&, borax, spray, fertilczer,
0il and similar farm brcducts and supplies for Orange Belt Supdiy
Company, Lindsay Citrus Growers and other shippers, between San Jbaqnin
Valley pcintu and between those points on the one hand and poinxq 1n
northern and’ southera California on the other hand. The interstate
common carrler operation is conducted in conjunction with tae afore-
“mentioned intrastate operations, a large part of the total tcnpdge
handled for the Lindsay Ripe Olive Company Into San Francisco'Bay |
points, Stockton and Los Angeles Harbor being interstate in"chc*écter.
_ne proprietary operat fon consists mainly of local hauling in the San

Jbaqa.n Telley in comnection with o farming business conducted by this
mbplicant in the vicinity of Lindsay. ‘ -

Ward, also, operates as 2 contract, radial, intcrctcte com—

mon and proprietary cerrier. His contract and interstate comuon car-
rler operations are substantially the same as those conducted by 5
Stelling. His radial operation is somewhat more extenuivn than that
of'Stelling, enbracing a greater volume of tonnage as well as addi—
tioﬁal shippers, commodities and points of movement. His proprietary
operation, like Stcllins' s, is conducved in connection with a fc:minu
business, his farm being locatea In tae vicinity of otradmmore.

The rates sougnt to be cnarged for the particular traffic
here involved are stated im a form different- from that in whick the |
est&blished ninimum rates are ctcécd, in that they are dased upon
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different minimum weigats and commodity descriptions are less specific,
nence they do not readily lend themselves %o comperison. In zeneral,
the sought rates appear to be somewhat lower than the minimum rates
established by Decision No. 31606, supra, for small shipments. On the
other hond, they exceéd the established minimun rates in meny instanses,
particularly for transportation in quantities equal to or greatér'than
the éarload minimum weignats, between rallhead points or where elther
the origin or the destination point is served by a rail spur traék.z

The following 4is a general comparison of the minimum rates establisned
by Decision No. 31606, supra, with those sought to be charged. (Accord-
ing .to0 the record, the plant of the Lindsay Ripe Q0live Company is.located
on a rail spur track.) Rates are stated in cents per 100 pounds.

oo - FROM Lindsay ol
Comodity . except as . A
noted by (1)
San Francisco 30
; Oalkland 30
Ceanned Olives | San Jose 28
Olive O4LL Stockton 24
Sacramento 28
Los Angeles 2
Long.3Beach 2

Empty Cans San Francisco(l) 24
Zmpty Jars & . S .-
Bottles San Francisco(l) 38
‘Fiore Box : :
Shook Stockton(l) 31

(1) Applies to Lindsay from points named.
(2) Minimum weizht 14,000 pounds.
(3) Minimum <weight 36,000 pounds.

Column A ~ Minimum rate for minimum weight of 20,000 pounds.

Columnaél- Winimum rate for minimum weight of 30,000 pounds, except as
roted.

Colu%nag = Minimum rate for minimum weignt of 10,000 pounds, except as
noted.

Column D - Minimum rate for transportation between rallheads (subject
to rail carload minimum weight in some instances and elassification

minimum weight in others.) .o | o

Column & ~ Minimum rate for movement where polnt of orizin or point of
destination (but not both) are located off-rall. Sudject to rall
carload mindimum weight on rail and c¢lassification minimum beyond.

Colwm F - Rates sought to be charged (subject to minimum welght 13,000
pounds on olives and olive oill; capacity of cquipment on empty cans,
jars, bottles; and 10,000 pounds on fibre box shook). :
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Applicants propose to assess the establicshed minimum rates for intra~
state transportation of commodities which are not invelved in this

application or walch are.tramsported for shippers other than the

Lindsay Ripe Olive Company, and to ascess rates f£iled with the ter-

state Commerce Commission on the intorstate traffic. They intend 0
readjust their Interstate rates on the commodiﬁies here involved to
the basis here sought for inmtrastate traffic, should this application
be granted.

In support of the application, Stelling assexted that his
for~hire trucking operations (econtract, radial and iInterstate common)
had beern profitable In the aggregate since operations were commenced
eight years ago. In this commection, he stated that the procecds of
his trucking business had provided support‘for‘his famiiy of fouwr,
offset substantlial losses experlenced in his farning operations and
enabled him to accumilate his present trucking equipment.> He pre-
sented, an itemized statement prepared from his Federal Income Tax re-
turns for the years 1936 and 1937, purporting to show that his truck-
ing operations during that period were profitable.'4 Ee steted, more~
over, that the rates here sought to be charged were approximately 25
per cent higher than rates charged on the same traffic prior to the

osteblishment of minimun rates and that he had every reason 0 helieve

Stelling estimated that this preseat equipment, If purchased new,
would cost about $12,000. He conceded on ¢ross-exanination that ap~
proximately $3,100 was owing on this equipment and stated that ite
present sale value was between $7,000 and $3,000.

.
The following is an abstract of the final revenue and expense
figures hased on the above source:

Period - Potal Revenue Total Expenso Profit

Jar. 1, to Dec. 31, 1936 $ 9,462.39 $ 8,199.01  $1,263.38
Jaxn. 1, to Dec. 31, 1937 10,404.58 © 9,205.29 1,199.29
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the same volume of traffic would be enjoyed in the future as had been
transported in the past, 1if the application were granted. Stelliné
also furnished a statement of the rates charged various commodities
otrer than those involved in this application, apparently fof the
purpose of indicating that they were not excessive and that a part
at least of the asserted profits could be attributed to earnings from
the transportation here involved. .
Applicant Ward asserted that his trucking operations, also,:
ned proved profitable in the aggregate over a period of six years. XHe
stated that during that period he had paid off prior indebtednesses,

offset lozses. from his farming operations and had paid for his present

hauling équipmenz.5 ‘He furnished a revenue and expense statement

‘drawa from his book records for the period July 1, 1936 to July 1, 1938,
purporting to show that a profit had beon earned.s, Applicant stated
that rates approximately 25 per cent less in volume than those here
proposed had been charged in the past and clalmed that the volume of
traffic in the future wonld not be reduced. In fact, he asserted,

it would probably be greater inssmuch as applicants Stelling and Ward
nad. been promised the exclusive contract hauling of the Lindsay Ripe
0live Company if the sought rates were granted, whereas they were
previously only handling three-fourths of that traffic, Ward also
furrished a schedule of rates assessed in conncetion wita hls opera~

tions not involved in this application.

Ward placed a present value of $12,000 on his trucking equinment.
Cross-examination developed an cxi,t*ng ¢ndebtedness on it of &2 500.

é
The following 1s an abstract of the final revenue and expense
figures skhowm: ,

Perdiod. Total Revenue Total Expense Progit

Tuly 1, 1936 to Jwly 1, 1937  $21,651.76  $19,035.17  $2,616.59
July 1, 1937 %o July 1, 1938  23,682.82 20,559.78 © 3,123.04
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Both applicants asserted that the Lindsay Ripe Olive Cbmpany
2ed Informed them that it could not afford to pay the established
ninimum rates and that it would purchase and operate its own trucks
unless the rates here sought were autkorized and charged.

A witness representing hoth applicants introduced an ex-
2ibit showing revemue received for 18 separate commoditiles, tramrs-
ported by applicants during the last two years, together with the
aggregate welght transported and the total miles hauled. This ex~
hibit shows that revemues per mile ranging from $.1034 for'hay and
straw to $.2351 for nalils, pipe and machinery, were received.

The marager of the Lindsay Ripe Olive Company stated that
considefation had been given by hls company to the purchase and
operation of its own equipment and that he had been given authority
to arrange for the commencement of a proprietary operation should
this application be denled. Ke claimed that a propriectary operation
was précticable and coﬁld be conducted as economically as were the
for-hire operations of Ward and Stelling. He conceded on cross-
examination, however, that the movement of canmned olives and olive
products was seasonal to some extent, that the outbound tonnage was
consliderably in excess of the return tonnage and that, hence, the
1o2d factor which could be obtained in a proprietary operation would
be somewhat less then that obtainable in a for-hire oporation. The
secretary-treasurer of the shipper confirmed the foregoing testihony
to the effect that-nis company was contemplating the commencehenz of

a proprietary operation. He also testified that the volume of the

oulgoingz tonnage for this year would oxceed last year's tonnage. The

traffic manager of the shipper stated that Velley Express Co.,
Pacific Lotor Transport Company and other common carriers were beolng

given a portion of his company's tomnage but that the bulk of it was
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being handled by contract carriers,

An exhibit, prepered by this
witness, shows that for the perloed July 1, 1937 to Jume 30, 1938,

the tonnage heuled by Stelling for the Lindsay Ripe Olive Company was
62 per cent intrastate ond that hauled ;by Ward was é5 per cont intra-
ctate, A

| Competing reil lines and The Truck Owners Assoclation of
Californla protested tbe granting of this application., A rail witness
stated that 1t would be necessary for the rail lines to meet whatever
rates applicants hereln were authorized to charge and, moreover, that
they must extend the same or related rates to other shippers in the
territory. The witness asserted that the result would be a dbreaking
down of the entire rate structure on cenmed goods from the Saz J‘oa{qu:!.n
Valley., He contended that if the esteblished minimum rates were oxces-—
cive or otherwise :hnproper » relief should be accorded through a general
adjustment rather then throuah the granting of speclal autho:qity to

one or two earriers. A witness for The Truck Owners Association intro- -
duced two exhibits compering the..established minimm rates and the current
rall rates witk those here propos.e& and pointed out that the rates here
sought were higher than such ra.ﬂ' rates in many instances., This wit-
ness testified further that from 40 te 50 truck operators weTe hauiing
canned goods within the territory involved In this application and were
7 The :".olloﬁing is a t:ibulation drawn from the 'testimony of ‘this wit-
ress, showing the volume and distribution of the Lindsay Ripe Olive

Company*®s tomnage (intrastate and intorstate) handled by contract car=
riers during the period from July 1, 1937 to.Jume 30, 1938:

g Qutdound _ippound -
Caxple . Tons e nt » T .1 Pap. *
Ward - 1546 41, - 599 . 45eC
Stelling 1181 32,0 449 34,0
Armstrong 630 17,0 87 7.0
Weymouth 138 4,0 124 9,0

} Gates 186 5.0 43 3.0

§ Ctkers t 23 a9 25 2,0

b Total T 2724 1 100,0 1325 | 100,0




charging the estadlished minimum rates for that transportation,

The Truck Owners Assoclatlion also filed a statemoat
eriticizing the cost data submitted by Stelling and Ward. It pointed
out that the coct figures furnished lacked allowances for return on
iavestment, overhead, garage rent, and investment ir and replacement
of zacilinery and tools., It pointed out also that only a portion of
applicants? operations was involved here, although the cost data
covered their entire operations. | |

The mere statements by applicomts that their trucldng op-
erations have provided support for their families and have offset
Josses on their farms do not, of course, indicate that the particu=
dlar traffic involved in this application has been responsibdle for or
kas contributed to the asserted profits, The corroborating'-éost
figures are more detailed; however, they too are of little ass:!.éta.nce
in determining whether or not the rates here proposed will be compen-
satory as to the particu]@r traffic on which they are intended to be
applied since (1) they lack several essential items of expense waich
ere usvally substantial in operations of this nature, and (2) they
cover the operations in the aggregate (contract, radial and 'interstate),
wheTeas not more than 31 per cent of Stelling's total vonnage and _not.

e
more than 33 per cent of Ward's are involved in this applicatien.

An analysic of Stelling's cost statement shows that no al=.
lowance has been made £or Teturn on investment, & Tecognized item of
expense, Using his investment figure of $12,000 and considering, for
present purposes, 8 per cent of one=hslf fhe original investment to
be a reasonadble rate of return, this itom alone would add $480 to the
annual expenses shown, Anothoer item omitted is overhead expense,

)<

:I!b.ese percen ages are ba.,ed on eftim&tes of Stelling and Wa.rd th.at
50 per cent of thoir tomnage came from the Lindsay Ripe Olive Company and
on the showing of the distribution of this tomnage as between Intrastate
and interstate movement-.
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Jdneluding the cost of supervision and management, dbookkeeping, office

and clerical work. Tor an operation such as thls, grossing nearly”
$10 000 armmually, the overhead may be expected to be an apprcciable
amownt, In addition, the equipment is depreclated over appro:d.mately
a ten~year period, whereas the rormel 1ife of trucking equipment, due
to use and obsolescence, is seldom in excess of five or six years.,

Itv is a.ppafent that if a reasonable meturn on the investment and the
minimum cost.of overhead wore added to the statement and the equipment
proper:l.y depreciated, the net carnings refleocted would be substantially
reduced, If not eliminated entirely. The statement submittod by Waxrd
also lacks en allowance for return on investment, although it cortains
certain overhead itenms omltted by Stelling,

While the omission of the foregoing expense items seriously
limits the weight which can be accorded the cost showings, the defect
which gppesrs to be most serious is that costs are not developed for |
the particular transportation involved in this application.. It seems
ovident that a revenue and expense statement covering an operation as
& whole 1Is of little wvalue in determining waether or not :-a{'.es to be
cli.arged in the futurc on a particular portion of the traffic will be
compensatory. Even If 1t could be concluded from this record fthat
the‘ rates sought %0 he charged would produce revenue, in the éggrezate,
ir excess of the cost of performing the service', the individual rates
conld not be Lfound to be “reasonable.“9 Thoy give 1little, if any,'
recognition to the dii‘ferénce in tranépoi'tation characteristics of the
difleront commodities to be transported and but slight consideration
to 'di.frerences in the lengths of hauls involved. The same rate is

proposed on a shipment of canned _goods moving from' Lindsay to Los Angeles,

Section 11 of the Highwaybarriers' Act .authorize? the Commission to- |
rermit departure from the established-minimum rates only upon r:.nd.ing
that the ra.tes sought to be charged are xeasonable.
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a construciive highway distance of 210 miles, for example, as 15 pro-
pesed for a movement from Lindsay to San Francisco, & distancs of 272
miles. The same rate is proposed for a shipment of empty cans as foxr
one of canned goods, despite the apparent difference in densities of
the respective commodities,

While the statements of the shipper's representatives to the
erfect that proprietary operations are contoxplated should not bhe &is~
counted 1t should be observed that their conclusion that such ar Opera~=
- tion would be economical was founded upon the belies that applicants
cowld earn a profit on the Lindsay Ripe Olive Compeny's tomnage under
the sought basis. The record here does not support that comelusicn and
in view of the admitted fact that a proprietary operatlion would not
produce as favorable a load factor as i1s obtained by'Wa&d and Stelling,
it seems probedle that the shipper will reconsider 1ts plan pending 2
more careful analysis of costs, |

As pointéd out previously in this opinion, the minimum rates
in effect at the time this application was f£4led will be superseded on
August 7, 1939, by those established by Deeision No. 31606, as amended,
in Case No. 4246, Thereafter, rates substantlally lower than those from
which & thority to deviste is here sought will be in effect. It appears
probable that, upon reviewing the new rates, applicants and the inter=
osted shipper will fird that much of the cause £x their objections to
the present basis has been removod.

Upon careful consideration of ell the evidencoe of record,
therelore, we are of the opinfon and £ind that the zates here sougat

have not been shown to be reasonadle and that the application should
be deniled,
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QZEDER

Public hearings having been held in the above entitled
application, the matter having been duly stbmitted and thé Comuission

being fully advised,

I7 IS HERESY ORDERED that this application be and it is
hereby denied. \‘
Dated at San Frameisco, California, this /% A oy
of July, 1939. ' o

@/t 1
> @ L (g.a.,aa_(,/

Commissioners




