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DeCiSion No. il Tl .
DEFORE THE RAILROAD COQLIIISSION OF THE STATE OF CALIFORNIA

In the Natter of the Application )
of LOMPOC TRUCK COIPANY, a cor- )
poration, for authority to crarge ) Application No. 21815
less than minimum rates, under the )

Erovisions of the Highway Carriers’ g
ct.

ZY THE COLZIISSION:
Apmearances

Ware and Berol, by Edward K. Berol, for the
anplicant.

A. L. Whittle, for Southern Pacific Company
and Pacific Motor Trucking Company,
vrotestants.

Ve Co Thels, for Johns=ianville Sales Coxrporation,
interested party in support of the applica-
cion.

FPIRST SUPPLELENTAL OPINICN

By Decision No. 31141 of August 1, 1938, in the zbove entitled
application, Lompoc Truck Company, a highway contract carrier, was
denied authority sought by it under Section 11 of the Higawaey Carriers!
Act to trancsport infusorial cearth from Thite Hills to points throughout
California, under contract with Johns-kanville Products Corpoxation,
at rates less than the established mirimum rates. Thereafter, by supple-
mental appiication, applicant recguested a further hearing in this matler.
The request was granted and the supplemental application was publicly
heard in San Franeisco before Zxaminer Mulgrew. The matter was sub=~
witted on briefs.

At the time the original application was filed the minimum rates
in effeet for the transportation aere involved were those established

by Decision No. 30370, as amended, in Case No. 4088, Parts "U" and "V¥.

That decisicn established rates for tronsportation in shipments weighing




20,000 pounds or less and provided, in addition, that the charge for
shipzments weighing more'than 20,000 pounds should not be less than
the charge established as minimum for a shipment welghirng Just 20,000
pounds. Rates were set forth in the form of a mileage c¢lass rate scale
subject to "less-carload" ratings (classes 1, 2, 3 and 4). Applicant
sought authority to charge, in lieu thereof, specific rates fron Waite
Hills to forty-nine destinations throughout California.l From White
Zills to uvnnamed points, applicant proposed to assess charges on the
basis of 20 cents per actual truck mile. All of these rates were pro-
posed to be made subject to a minimum weight of 20,000 pounds. Special
rules were contaired in the proposal relative to the performance of
split deliveriles.

The record made irn the original hearing showed that appli-
cant and its vredecessors had heen engaged sinece 1931 in transportirg
infusorial earth £from Vhite Zills to poirts in California and in trans-

porting "plant supplies" oz the return movement, under contract with

Johns=lfarville Products Corporaticn. Detailed statements were sub-

tted showing all operating expenses incurred during the year 1937
and an estimate of such expenses during the year 1938 on the four units
of equipment used in this service. These statements shomed *the averag
cost per mile for the 1937 operations To have been 16.71 cents and

estimeted the average cost per mile for the 1938 operations at 18.64

1
The following table shows rates nroposed to representative points:

Proposed Rate
(4n Cg“tu per
_100 Pounds)

Betteravia . . 12%
Los Angeles .

San Francisco

San Diego . .

Bakersfield

LoGesto + «

Astl 4 o & o




centse They also contained a comparison of the ftotal revenue waileh
acerued during the year 1937 ($44,256.49) with the operating expenses

for that period ($%1,782.91) and with the estimeted revenue for the year

1938 ($46,613.55). The original record contained statements in behalf

of the Interested saipper, moreover, to the effect that proprietary
operations would be commenced 1f the application were not granted.
The denial of the authority sought in the original applica-
tion was based upon two principal grounds. The first was that the
cost showing referred to applicant's zggregate operation whereas a
large proportion ol the total traflle consisted of ingerstate tonnage
or "plant supplies,” not involved in the application.‘ The second
principal ground was thatv in coxputing ¢aarges applicable under the
established ninimum rates, full effect had not been given to "split
delivery" provisions, as 2 conseguence of which it was not clear that
the observance of the established minimum ratées would resulit in the

assessment of charges substantlially higher over an annual period tzan

2
In Decision No. 31141 the Commission said:

"Applicant has shown that rates somewhat lower than those here
nroposed produced 2 prolfit during 1937 and hes asserted that thre
proposed rates are sufliclently nigher than those assessed during
1937 vo offsel any increased operating expenses wailch might be
experienced during 1938. The weakness of the cost chowing con~
prising applicant’s operation in the aggregate is apparent waen
it is congidered that a large proportion of applicant's tonnage
consiste of "plant supplies" not invelved in this application,
that applicant transpoxrts considerable Iintersiate tonmnage not sub-
Jject to the establisned minimum rates and that the voiume of
tonnage moving during 1932 may conceivably be substantially less

nan that which moved during 1937. The record shows that the in-
bound movement of plant supvlies (intrastate and interstate) com-
prises apyrozizately 40 per cent of the total movement and that
outbound interctate tonncge comprises adbout 25 per cente. Thus,
vhe traffic involved in tihis application constlifutes rougnly only
35 ver cent of the business whlch produced the 1937 revenues and
operating expenses relled upon. This belng true, the profit and
1oss statement for the aggregate operation, converted to a truck-
nile basis, is of little value as on indication that the proposed
rates will be coxmpensatory 2s to the particular traffic involved
in the appllication.”




those waich would accrue under the sought rates.

In an effort to satisfy the deficiencies in the record

polnved out by the Commission in Decision No. 31141, applicant sug=-

gested the addition of a restriction to tae effect that the carrier
zust be tendered at least 7,000 tons of property per year, of whick
not less tnan 4,500 tons shall be intrastate in character. Also,
several additional exhivits were introduced in apylicant's behrall.
Two of them (Exaibits Noc. 9 and 10) show 21l saipments transported
by applicant for Johns-lianville Products Corporation during tae
montias of April and December, 1938, the revenue waich acerued under
the minimum rates taen in effect, that which would have accrued
wnder the Decision lo. 31606 basis, and that produced by the proposed
rates. Anotaer (Exhivis No. 11) compares revenue under the several
bases for the eatire year of 1938. Total figures saown in these
exhlolts are as follows:

Period 2070 Rates 2 Rate Provosed Rates

April, 1938 $2,702.00 $2,698.92 $2,484.18
December, 1938 2,670.19 2,580.35 2,664,19
Year of 1938 33,588.71 33,723.64 32,215.62

In addition, a statement was Introduced showing the re-

lationship during each monta of the years 1937 and 1938 beiween
the intrastate and Iinterstate tonnage handled. In general, these

Tigures show that the 1938 tonnage was considerably less than the

Subseguent to tae rendition of the original decision in this
metter, Decision No. 31606 was issued in Case No. 4246, in re Rates
of 41l Common and Higaway Carrlers. That deciszion superseded Deci-
cion No. 30370 and provided a statewide basis of mirnimum rates for
shipments of all weignts. In so far as shlpzments weighing less ihan
20,000 pounds were concerned, the new rates were generally substan=-
tially lower than those nrevioucsly in effect. TFor larger salpments,
however, some increases resulied, since, as hereinbelore stated, the
only nminimum rate applicable under Decision No. 30370 was the charge
for a shipment weigning 20,000 »ounds. The rates establlished by
Decision No. 31606, as amended, became effective August 7, 1939.




1937 tonnage, dut that the proporiion of tomnege of each type re-
mained approximately the same.

Wish respect to costs, a statement was Introduced showing
the load factor enjoyed by applicant during each month of the year
1938, the average load factor shown deing 76.4 per cent. 4 state-

ment comparing revenves and exnenses Ior the year 1938 was also

submitted, the total revenues shown heling $37,755.55 and the expenses
4

336,220.59.*

Further testizmony relative %o the probability of the ship-
per inaugurating its owm trucking services was also introduced.
Witnesses testified that a comprehensive study of the cost of pro-
prietary operation nad veen made and taat, based on that study, a
recommendation that sueh operations be installed In the event tals
application wmerc denied had veen sudmitted to the company's board of
directors. These witnesses stated that under the present‘rates it
had been necessary to make certain changes in distrivution methods
to prevent undue increases in transportation charges. Among these
changes were the maintaining of increased warehouse stock at San
Trancisco, the delaying of customers' orders o accumulate large

aggregate shipments and the selling of large orders beyond customers'

normal credit limits.

Soutaern Pacific Company arnd Pacific Motor Trucking
Company protested the granting of the supplemental appllcation.
They arzued that the same weaknesses pointed out by thae Commission
in denying the original application were dresent Iin applicantfs
showing on further hearing. They pointed out that during the-year

2

Tnese figures include itransnortation performed by salppers other
than Johns-Xanville. The revenue shown is the zmount actually re-
ceived oy applicant, rather than the amount whieh would aave been
received had the Decision No. 30370 rates been in effect for the
entirc perilod.
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1938 less than 31 per cent of the tonnage producing applicant's
revenues and responsible for its expenses consisted of intrastate

shipments of infusorial eartnr and that no segregation of eiitner

revenues or expenses nad been zzde.
a

Protestants submitted studies of earnings under applicant's

Droposed rates, the present rates, rail carload rates and the cost
ostimates of tne Comnisslon's engineer In Case No. 4245, supra, used
as rates, purporting to show tratl the proposed rates were not pro-
perly related to the distance involved or to the cost of transporta-
tion. According to these studies earnings ver constructive nile,
based upon round~trip miles at the proposed reies, range from 8 cents
on shipments to San Francisco, a distance of 644 round-trip miles, to
30 cen%s on shipments to Betteravia, a distance of 82 round-trip
miles. A% the minimun rates, the range from and to the same points
is from 11 to 24 cents at the 20,000-pound minimum wcight'and.from
15 to 31 cents at the 36,000-pound minimum weight. Estimstes of
costs, based upon constructive miles, are indicated as. being 12 cents
to San Franeisco, 23 cents to Betteravia, at the 20,000=-p0und zinimum
welght, and 22 and 37 cents, respectively, at tae 36,000-pound minimum
welzhte

The record in this proceeding, as auzmented at the furtaer
nearing, is now convincing that applicant would enjoy a compensatory
operation in the aggregate under the rates nere proposed, assuning
that (1) the volume of infusorlal earth fonnage, both intrastate and
interstate, did not diminish substantially, (2) the rates charged on
the interstate tonnage were not substantially lower than those pre-
viously charged, (3) thze rates charged on tae "plant supplies" were
not reduced materially and (4) no other charge of an adverse characher
was experienced. Thé minimum annual tonnage reguirement suggested

by applicant appears to satisfy the first assumption. While it cannot
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be predicted with certainty how applicant!s rates for the future
on interstate shipments of infusorial carth and on shipments of
plant supplies will compare with those crarged in the past there
appears to be little likelihood of an adverse chonge within the
next year. The record indlcates, moreover, that the remuneration
recelved by applicant for transportation of propertiy not involved
in this application is, at lecast, not excessives The "plant supply"
rates are those established by this Commission in Decision No. 31606;
the interstate rates for infusorial earth and "plant supplies" are
lower than those established by this Commission for like transpor-
vatlon in intrasztate commerce. If, then, the applicant would cnjoy
a compensatory over-all operatioh under the sought rates, and if
contraband traffic is not paying excessive rates, it is a reasonable
conclusion that, in the aggregate, the sought rates will be compen=-
satory for the partlicuwlar transportation to whick they are intended
tO aprlye

Although it now annears that the sought rates would be com-
pensatory in the aggregate, apprlicant nas made no effort whatever to
explaln the baslis upon which the sought rates were predicated or to
Justify then Individually. Ac nointed out by protestants, these
rates bear littlic relationship to the length of the hauls or to tae
cost of perforaing the particular transyoriation to waich taey re-
spectively apply. [For example, the rate proposed to be assessed from
Tnlte Hills to3akersfield, a constructive nighway distance of 190
niles 1s 30 cents per 100 pounds, as compared with the rate of 20

cents per 100 pounds proposed for transportation from TWhite Eills to

Long Beach, also a distance of 190 miles. In several tances the

sougat rates are in fact higher than the established minimum ratese.

Zxamples of this are the rate of 12% cenis proposed to Beticravia
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25 compared with the minimum rate of 10 cents per 100 pounds, and

whe proposed rave of 30 cents to Bexersfield as compared to the
ninimunm rate of 27 cents per 100 pounds. The point-to-point rates
are proposed to be applied intermediately along "direct™ routes, but
no designation of the routes to be used is given. TFor noveaents for
wnich specific point-~to-noint rates are not proposed the sought rate
1s 20 cents ver acvual truck mile traveled, a basis wnich manifestly
has no relationshin to the quantity of freiznt transported and which
Is not in such form that it could be published by competing carrierse.
In addition, applicant's proposal contemplates the performance of
split dellivery service without additional charge and under comndaitions
substantially different from those contained in present inimum rate
ordersa Lt will be seen, tacrefore, that the rates of whicn approval
is nerc sought are widely different in form from the form of the
established minimum rates, but that no need or reason for the differ-
onces has been made to appear.

In Instances vhere Section 1l rellef is sought in conmection
with cOmpeumtive traffic, competing common carriers would clearly ve
vlaced at a serious disadvantage if rates were authorized in such
form that they could not be incorporated in the carriers' fariffs on
file with the Commission. orecover, carrlers of all types seeking
©0 compete for only a portion of the traffic would be virtually fore-
closed if rates were authorized on the basis of aggregate operations
rather than upon the reasonableness of rates for individual movements.
In Decision No. 32174 of July 138, 1939, in Application No. 22159 of

Co He Ward and J. L. Stelling, and in Decision No. 32320 of September

19, 1939, in Application No. 22408 of Irdustrial Transfer Corporation,

the Commission held that showings rclau_ﬂg solely to the compensatory
nature of the operations in the aggregate would not suffice. Under

taese cilrcumstances, the application will be denied without prejudice.
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A pudblic hearing having beer held in the above entitled
supplementél application, full consideration of the matters and

talngs therein Involved hnaving been had and the Commission being

fully advised,
IT IS HZREEY QRDERZD that the avove entitled supplemental

application be and it Is heredby dealed without prejudice.
Dated at Los lngeles, Califorania, this 24~ day of
liarch, 1940.

Commissioners




