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Interested party.
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ciation of Southern California,
as 15 interests may appear.

CRAEMER, COMMISSIONEZER:

OPINION

By this application Direct Delivery System, Ltd., 2
corporation engaged in the transportation of property as a
nighway contract carrier, secks authority under Section 11 of
the Highway Carriers® Act to charge less thai'established
ninimum rates for the transportation of diatomaceous eaxth
from the plant and warehouses of the Dicalite Company, situated
in the City of Torrance, to destinations not more than 25
constructive miles distant therefrom, and for tihe transporta-
tion of empiy bags in return movezent to Torrance.

A public hearing was had a2t Los Angeles in the above
entitled proceedinge.




The record snows that Dicalite Company is tae
owaner of a deposit of diatomaceous earth located within the
clty linits of Torrance. This earth, after belng sacked at
the source of supply, ic transported by applicant to rail
facility points in Torrance for ralil shipment; to warehouses
In Torrance for storage; to steamship docks at Los Angeles
Zarbor for skipment %o irterstate or foreign destinations; and
to industries located ir Los Angeles, ﬁong Beach and Wilning-
ton for local consﬁmption. Direct Delivery Service performs
all of the truck Ytransportation for Dicalite Company, and
this service constitutes applicant's principal business. Of
the traffic involved in tihis application, the greater part is
transported to Los Angeles. Dicalite Company has not heretofore
shipped to other destinmations within the scope of thls appli-
cation, but approval of the proposed rates to all destinations

thin the area is sought Iixn order that possible new customers
might be servel.

The rates tere proposed are 3z cents per 100 pounds,
mirimoam welght 20,000, for transportation from Torrance to
polints in Long Beact and Wilmington; for transportation to
Los Angeles and other destinations within 25 constructive

miles of Torrance the proposed rates are 9% cents, minimunm

weight 10,000 pounds; 6% cents, minimunm we%ght 20,000 povnds;
and 9 cents, minimum weight 36,000 pounds. For the return

of empty bags it is proposed to assess the rate applicadle to

the outbound movement of earth at the time the bags are offered

T ,
All rates are stated herein in cents per 100 pounds.
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for return transportation. The established minimum rates in

£fect at the time of thae hearing were those n2med in and by
Decision No. 29430, as amended, in Case Xo. 4088, Part "M,
but these were cancelled and superseded, effective hsuvgust 7,
1639, by rates provided in Decision No. 31606, as amended, in
Case No. 4246. TUnder both of these decisions the rates vary
according to the welight of shipment and tahe length of kawl,
and may not be readlly compared, in all respects, with thosze
here proposed. Kowever, for the movement of diatomaceous
earth from Torrance to Long Zeach, Wilmington and Los Angeles
(Zone 1), tre comparable established minfmum rates mow in
effect are as shown in the following table.
Winipmen Welgat in Pounds
To 10,000 20,000 26,000
Long Zeach 9% | 6 s

Tilmington 9% 6 4%
Los Angeles 11 7 5

The manager ¢of applicant carrier testified that the
Transportation service performed for Dicalite Company permits
of certain economles, in that the shipper performs all of the
loading and wnleoading of the vehicles at Torrance, and prepares
all necessary shipping documents without expense to the carrier.
He stated that under the c¢ircumstances nere involved he was
convinced taat the proposed rates would return 2 reasonable
profit to his company. In support of this conclusion he
introduced exnidbits showing the profit-znd-less statement of

his company as of December 31, 19383 the operating statement

2

It is not intended that bags will be picked up for return

movenent except at the time of delivering an outbound load of
earth to the same point.




for the months of Xay and Jure, 1939, and for the six months
period ending June 30, 1939; costs, voth fixed and variable,
of operating certalin tractors and semi-trallers used in
transportation for Dicalite Comparny; and the estimated costs
of transporting shirments of various weights for an average
cistence of 22% miles. The witness also introduced a state-
ment showing all of the tomnage handled for Dicalite Company
during the period from Jamvary, 1938, to June, 1939, segregated
by months and by destinations; ané 2 statement showing the
weight and destination of each shipment within the scope of
the present application tranmsported during the month of June,
L9%

The secretary-treasurer of Dicalite Company testified
that nis company had definitely concluded to purchase trucks
and perform its owmn transportation unless the proposed rates
were éuthorized. Ze stated frankly that he hed =made no

analysis of the minimum rates established effective JAugust 7,
1939, by Decision No, 31606, supra, and did not lmow what effect

they night have upon the transporﬁation expenses of his company,

but declared that because diatomaceous earth is a low-priced
comzodity sold on a marrow margin of profit in 2 highly
competitive market, the company had decided to engage in
proprietary trucking rather than pay any rates higher than
those here sought. Ee zaid that Dicalite Company had for
several years been giving consideration to the purchase of
motor venicles, but "for financial reasons” had not dope so.

He offered no estimate of the cost of performing the transporta~

tion in proprietary trucks.




The Motor Truck associatlion of Southern California
appeared and participated in the cross-examination of witnesses,
but d1d not introduce testimony of its own nor otherwise state
its position. No one opposed the granting of this application.

~ltbough it is apparent that the service here

involved permits of some economies TO tae carrier whicg would

not ordinarily be possidle in for-pire transportation,J it

is not clear to what extent these economies may be reflected
in appilicant's over-2ll cost of tramsporting the particular
traffic covered by thls application, or to what extent, if at
all, tke resulting costs may warrant a reduction in transporta-
tion charges on such traffic. The profit-and-loss statement
and operating statement introduced dy applicant are of litile
assistance in this comnection, for whereas they embrace
applicant's entire transportation service, the record shows
that the tonmnage nere involved is only a small portion of the
total. Exhibits of record disclose that while applicant
transports in excess of 2,000 tons of earth per month for
Dicalite Company, more than 42 per cent of this moves in
inierstate or foreign commerce, and another 52 per cent is

transported locally within the ¢ity of Rxrance, for whici

Particularly the record saows that the wvehicles are always
loaded at Torrance by employees of trhe shipper and without
assistance from the driver. OSimilarly, expty bags returning
to Torrance are wnloaded by employees of the shipper. The
shipper’s plant superintendent performs for applicant, without
ckharge, many dutles for which other carriers commonly find it
necessary to employ a dispatcher. Shipper employees prepare
all of tkhe shipping documents and furnish the carrier wita a
duplicate copy of all transportation records, thus saving

applicant the expense of prevaring freight bills and muen of
the expense of keeping records.
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minfimum rates have not as yet been established by this
Commission. Thus only about & per cent of the total traffiec
is involved in this application. Obviously figures relat-
irg to the operation as a whole, which embraces Lauls tnder
a wide variety of conditions, can be of only limited wvalue
for the purpose of showing the cost of handling <thls parti-~
cular traffic.4

Neither do applicant!s two cost exnibits serve to

establisa the expense of transporiing the particular tonnage

here involved. One of the exhibits, which develops the average

cost per mile of operating certain eguipment used In transport-—
ing earth and expty bags for Dicalite Company, based upon 1938
experience, fails to include the Important item of driver's
wages, or any of the overhecad expenses suck as salaries of
manager and clerks, cost of light, neat, stationery and »rint-
ing, or loss and damage claims., The other exhidit, which deals
only with shipments tramsported an average distance of 22%
riles, .develops costs which in some instances equal or exceed

the rates proposed to be applied for the comparable distance

yal
That varying transportation conditions nrevail is showm

by evidence of record which indicates tThat the tomnage moved

locally within the ¢ity of Torrance is transported wnder c¢ir-

cuzmstances walcn are extremely favorable to the c¢arrier. In

the handling of this trafiic detachable semi-trallers are loaded

at point of origin and unloaded at destination by employeces of

the shlpper, so that apylicant's drivers, operating tractors,

merely shuttle the semi-iralilers back and forth in a practically

continuous operation.

Tals exaivit produces a simple average cost of 18.15 cents
ner mile for the tractors and .33 cents per mile for the semi-
trailers or & cost of 26.49 cents ver mile for the combined
vehicle wnits. As the round trip distance bhetween Torrance and
Long Beach is approxzimately 24 miles, it will be seen that uponr
vae basls of this estimated cost the revemue of $7.00 upon a
20,000 nouwnd shipment at the proposed rate of 37 cents per 100
pounds world be not meterially greater than the cost of $6.36
rﬁgzgz%ng from the items of expense which are inciuded in %the
CXAIDIiTa.
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between Torrance and Los Angeles.

Although there I1s testimony to the effect that
the shipper will »urchase motor venicles and perform its
own transportation sexrvice unless the provosed rates are
auvthorized, it is gifficult ©o believe that a substantial
salpper wovrld enter Iinto such a »rogran without first care-
fully comparing the estimated cost of »proprietary transpor-
tetion with the cost of naving the same service performed
by a Tor-aire carrier at established minimum rates. The
record shows Thazt Up (o the date of hearing in this aprlica-
tion Dicalite Company hod net made such a comparison. XNo
study of proprietary trucking costs was offered, and the

evidence shows clearly that neither the shipper nor the

carrier nad given serious comcideration to +he level of

minizam rates esteblished by Deciszion No. 31606. From facts
of record 1t may De seen that on shipments for the month of
June, 1939 (sald to be representetive) transportetion crarges
at the proposed rates would have beer only $22.41 less than
those waich would have acerued at esteblished minimun rates
now In effect. As applicant's total operating revenue for
the saxze perfod was $1,464.34, of which Dicalite Company
contributed the greater part, it would appear that the reduc-—
tion sought by this application is probably of less relative
importance than had been contemplated by either shipper or

carrier.

—
Applicant attempted to explain this by stating thet
econonies could be effected by using different venicles, and
that in any event the exaibvit was based upon minimum weigats,
whereas the shipments would usually move in greater welghts.




Tpon consideration of all the faets and circum=~
stances of record I am of the opinion that the progposed rates
Lave not been shovwn VO be necessary, or seasonable within the
meaning of Sectlorn 11 of the Highway Carxiers® Act, and that
the application should be denied. I recommend %tae following

Torm of order:

This application having been duly heard and sub-

tted, full conmsideration of the matters and things involved

having been had, and the Commission now being fully advised,

IT IS ZERZEY ORDERED that thls application be and
it is hereby denled.

The foregoing opinion and order are hereby approved
and ordered filed as the opinion and order of the Railroad
Commission of the State of California.

Dated atcs/z JT o California, this 2‘4’9#;
day of 227“v4?ﬂﬂfzﬂvlé; 1939.




