Decision Noe _ /i & tisii

BEFQRE THE RAILROAD COMHISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
4« Mo GROSS and@ F. GROSS, co-partners
doing dbusiness under the {irm name and
style of GROSS SYSIELS, for authority Application No. 22240
to charge less than minimem rates under
th'provisions of the Zighwaey Carriers?
CTe :

Annggzangne on agbga:jng
Ware and Berol, by Zdward M. Berol, for applicant.
B. Blssinger and F. F. Willey, for Pacific Electric
Railroad Company, interested party.
He P. Merry and Z. J. Bischroff, interested parties.
BY THE COLMZITSSION:
QPINION ON REHEALRING

e——

By this z2pplication, A. K. Gross and F. Gross, copartners
doing business as Gross Systems, engaged in the transportation:of
property as a higaway contract carrier and city carrier, seek author-
ity under Section 10 of the City Carriers' Act and Secetion 11 of the
Highway Carriers' Act to transport groceries and related cormodities
betweed the warehouse of Certified Grocers, Inc.,l situated iﬁ the
City of Vermor, and points situated within a radius of 100 milés of
such warehouse, at charges wahich differ from, and are Iin some In-
stances less than, taose heretofore established as minimum by the
Commission.
| The minimum rates established by the Commission are named

In cents per 100 povnds, and vary according to the classification of

tne commoditles, the weight of the shipment and the length of haule.

1

The record shows taat Certified Grocers, Inc. is an organization of
retall grocers formed primarily to secure tae benelfits of ¢collective
buying, with functions similar to those of a wholesale grocery coxpany
except that it deals only with its own members, each of which is a
stockholder in the organization. 4s of February, 1939, there were
some 510 members operating about £90 retall stores.
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The rates originally proposed by applicant herein were based primarily
upon the sales price of the mercnandise transported. By Declsion No.
32308 of September 12, 1939, after pubdlic hearing, the Commission
found the proposed rates not justified. Thereafter applicant filed
a‘peiition wnerein it sought 2 further hearing for the purpose of
introducing evidonce In support of a revised proposale.

The petition was granted, rehearing was had before Zxaminer
Bryant at Los Angeles, and the matter is now ready for decision based
upon the originmal record and upon evidence introduced at the further
hearing.

Tane record saows that applicant 1s not particularly concerned
with or disturbed by the volume of the aggregate charges acceruding under
establisned minimum rates. Wrat it primarily seeks by this application,
both in the original forz and as later amended, Iis autzority walch will
enable it to avoid the necessity of welghing and classilying the
frelght.

Tne rates first sought, based upon the sales price of tbe_
mercnandise transported, had no direct relationsiaip tovthe welight of
thel;h; ment and only a casual relationsihip to the lengitnr of raul. The
originéi record shows that applicent and the shipper were strongly |
opposed to the welght basis, arguing that it would be expensive and
inconvenient to apply. In addition, the shisper asserted that under
thls basis the transportation cost per Itezm would be difficult to
deternine; that in any event 1t would not pay transportation charges
on a weizght basis while deternining delivered sales prices on a per-
centage basis, and that rather than use the weight basis it would
nurcaase and operate 1ts own trucks. Consideratlion of all the facts
and circumstances then of record, however, compelled the conclusion
that the disadvantages of the proposed form of rate malking far out-

welghed the advantages waich might hove accrued to the shipper and




>
carrier directly involved.

The revised proposal now under consideration differs mater-
1ally from that which was originally made and found not justified, and
represents applicant's attezpt to arrive at a basis of transportation
raves waich will be satisfactory to the saipper, and waich will at the
same time be free from the serious orjections waich the Commission
found in the original plan. It now appears that rates stated on a
welizht basls wlll be satisfactory to the carrier and acceptable to the
shipper, provided that applicant may be permitied to apply a single
basis of rates to all commodities in order to avoid the necessity of
classifying each article, and to use average weignts In order to avoid
the necessitiy of actually weizhing each shipment. Applicant proposes

to state the rates in cents per 100 pounds, to zake them the same for

21l commodities, and to vary them with the length of nhaul in accordance

with mileage blocks similar to those employed by the Cormission in
2

3

Highway Carriers' Tariff No. 2. The proposecd rates themselves closely
aprroximate those established by the Commnission under that tariff for
fourth class commodities subjeect to a minimum weight of ‘20,000 poundé.
2

The Commission pointed out (Decision No. 32308, supra), that the pro-
posed rates did not follow any recognized basils of classification and
rate making; were not in such form that they could be properly compared
wlith rates previously established as minimum by the Commission; had no
direct relationship to the weight of the saipment and only a casual re-
lationshaly to the length of the havl; would be difficult to enforce;
would not afford competing carriers and shippers any basis Lfor compari-
son with charges walch they must apnly for simllar transpor tauion, and
would entirely preclude common carrlers frox participation in the trans-
portation. The Commission sald that while all of this would tend to
nllify in a large measure the benefits and advantages of rate stablili-
zation, an even more- serlous ovjection to the proposed rates lay in tae
fact tnat they would be subjeet to fluctuations beyond the Commission's
control.

Highway Carrilers' Tariff No. 2 is Appendix "D" 4o Decision No. 31606
as amended, in Case No. 4246. It names established minimum rates
the transno tation of gereral coxmodities between points in the o*ate
of California.
4

The proposed rates are set forth in Appendix "A" hereof.
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Appliéant also asks approval of saipping documents wihich d¢ not meet
the requirenents heretofore specified by this Comaission for general
application, but wnich applicant states contain all information neces-
sary to & determination of the rates and charges under the proposed
rate plan. ‘

Applicant asserts that authority to use estimated instead

of actwal welghts is nececsary in order to overcome the shipper's

objections to the weight basis, and to avold the inconvenicnce and
expense which allegedly would athtend the weighing of shipments. The
knomn actual welght would be applied to sugar and flour in sacks,
but all other pleces would be rated at the approximate average weight
developed by actually weighing those shipments for an entire daye '
dpplicant proposes to use at first a welgnt of 35 pounds per package
resulting from a test alroédy made, and to adjust this average from
time to time in accordance wlth tests to be made periodically in the
future.

| | It‘appears taat applicant gave serious consideration to the
p0s54b4lity of determining and applying actual weights, but concluded
that there was no feasible or satisfactory method of doing so. The
'tgstimony indicates that the shiprer employs twenty order clerks
working through the nigzht to £ill orders for movement the following
noraing, and that if all of the merchandise had to be weighed and
recorded‘before checking and loading, it wowld be physically impossible
to get the orders ready for nmorning delivery. IZven without regard to
vhe additional expense of such a weighing operation, the shipper
stated that it would unguestionably discontinue applicant's services
rather than be faced with this delay to its shivments. )

The plan of obtaining an average welght for each size and

kind of merchandlse, and using the averages thus tabulated for the
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purpose of computing welgnts at the end of each day, was considered

by applicant, but was discarded when it was estimated taat thls method

would require the employment of several additional clerks at total
salarics in excess of $600 per month.s\ Appliéant also considered
weighing the trucks themselves, both empty and loaded, but found trhat
the cost of obtain%ng weights by this method would be at least $400
or $500 per month. The expense of obtaining welghts by any of these
methods, applicant said, would entlirely eliminate every element.of
profit from its operztion. ' A

Shipper testimony shows that the proposed basls of rates
wovld be satisfactory to Certified Grocers for the present at least,
but that if applicant were required sirictly to observe the estab-
lisked minimum rates, rules and regulations, the shipper would be
forced to discontinve applicant’s services entirely znd substitute
proprietary service. | | |

No 6ne opposed the granting of this application in its
amended forme.

The record leaves little doubt that the prdposed rates
would return to applicant the cost of operation plus a'reasonablé

profit. Applicant estimates that the revenue to be received would

Applicant explained that a typical order consists of 5 pages of
20 lines each, and +that on the basisz of 150 to 200 orders per day
there arc from 750 to 1000 Individual order sheets comsisting of
20 items each. It estimated +that it would take an experienced clerk
ten or flifveen minutes to figure the cost on each order, thus re-
quiring five or six clerks at = salary of not lese than $129 per
2onth for cach.

Thic estimate consists of 3140 for weighmaster's certificates;
from 3250 to 3300 for extra drivers' wages incurred in traveling
to and fron the nearest scale; and an indelinite amount for the
extra mileage cost of operating the vehicle to and from the scale.
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be at least as greatl as that whick accrued under rates walch returned
a falr profit during 1938 and 1939, and probably as great as would be
roceived under strict application of the established minimum rates.
Lioroover, even though applicant's estimate should prove to be some=
vhat nigh, the record shows cleérly that the service here involved
pernits of many substanticl economies not found in ordinary truck
transporhation. TUnder these circumstances it may be fairly assumed,
for the purpose of thls opinion, that the proposec rates would be
compensatory; and it appears, therefore, that the only guestions to
be deternined are whether deviation from tre established basls is
necessary, and vhether the proposecd rate plan is reasonable and its
uwse not inimical Yo the public Interest.

Unquestionably the transportation service here involved
differs in mgny essential respects from ordinary truck transporta-
tion. The shipper performs services and furnishes facilities which

serve materially to reduce the carrier's expenses. Applicant is

engaged in no other transportation service, and nas no terminal faci-

lities of its own. The operation has existed in substantially its
present forzm for more than ten years, during all of wiaich time it
appears that the carrier and shipper have worked together in a spirit
of complete harmony and cooperation. The record shows that the
shipper is satisfied with and desirous of continuing applicant's
services, but it is at the same time convincing that insistencé upon
strict observance of established rates, rules and regulations wowid
¢ause the shipper to resort fto rerforming its own fransportation.

The rate plar now sugzested is free from mony of the infirmities of
the original appllication, and we are of the opinion that under the

speclal circumstances and conditions here shown to exist its use
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woulé not be inimical to tae interests of other shippers, carriers
or the general publice Ve are cf the opiniorn and find, therefcre,
that the proposed rates are reasonsble rates within the meaning of
Sectlon 10 of the City Carriers' Act and Section 1l of the Higaway
Carriers' Act. Applicant will be aushorized to deviate from the
established rate bases in substamtial accordance with its axended
Propesale.

If applicant elects to use estimated, rather than actwal,
welghts on commodities other than suger and flour in sacks, it will

»

be authorized to do so, in connection with the rates hereinafter
provided, upon the basis of 35 pounds per package (or plece) during
the first sixty days of its avthority, and thereafier upon the basis
of not lesc per package (or picce) than the average welght of all
packages (or pieces), other than suger and flour in sacks, as dis-
closed by pericdically weizhing all such shipments for a single daye.
Such a weight test shall be made within sixty days from the effective
date of the order znerein, and not less than once each 120 days there-
after; the results of such tests shell be verified in the manner pre=
serived in the Commicsion’s Rules of Procedure, and promptly commini-
cated to the Commission iﬁ writing; arnd the estlmated weights used
shall not at any time be less tharn the average welght as disclosed by
tae weight test last made.

Upon electing to exercise the suthority granted by the

order herein, applicant will be relieved from the necessity of ob-

serving the rules, regulations and other requirements ol the minimum
rate orders which would otherwise be applicable, but will be required
to issue for each shipment recelved for transportatlion a shipping
document or snlpping documents containing all information necessary
t0 an accurate determination of the minimum rates and charges appli~

cable under the order herein, and to0 retain and presexve in its




ssessl
possession @ CORY Of queh shipping document OF A0Cuments for reference

ind subjeet to the Commlssion's inspeetion, for 2 perlod of not less
than tATEE Years from the date of isstance.

Because Tae findings herein are necessarily predicated upor
existing conditions, the autihoriity hereinmafter granted will be limited
o a perlod of one year. If, prior %o expiration, the carrier is of
the opinlon that an extencior is justifiled, an appropriate supple-

zental application regquesting such extenslon should be filed.
9 B

Public hearings having been nad in the above-cntitled pro-
ceedling, the matter haviag been duly submitied, and dased upon the
evidence received ot the hearings and upon the conclusions and find-
ings set forth in tzre forecgoing opinion,

IT IS ERZBY ORDERED 4hat A. i, Gross and F. Gross, copart-
ners doing business.as Gross Systems, be and they are heredy author-

ized to assess axd collect, for the ftransportation of the property

and within the territory for whicha rates are »rovided in Appendix MAM

attacned nereto and by this reference made a part hereof,‘rates,
rules and regulations less trnan the minimum rates, rules and regula-
tions heretofore establiszed by this Commisslon for such transporta-
tion, but not less than those provided In sald Appendix "A", and
subject to all of the resirictions, linitations and conditions specl-~
fied in the forcgoing opinion.

IT IS ZEREBY FURIEER ORDERED 4that the suthority herein
granted shall expire one (1) year froz the effective date of tals
order, unless sooner cancelled, changed or extended by order of the

Commission.




The effective date of this order srhall be ten (10) days

from the date hereof.

Dated at Saxn Francisco, California, this 2. 7~
April, 1940.

A ———

Comnissioners




APPENDIX "A"

Applicatlon of Apvendlx

) Rates in this appendix apply only for the transportation
of property for Certified Grocers, Irnc., from 1ts warechouse situated
in the City of Vernon, to destinetions situated within 100 con-
structive miles of such warchouse; except that rates include free
return of merchandise returned to the warekrouse because of spoilage,
error in shipping, or similar circumstance.

Distances shall be the shoriest resulting mileage via any
public highway route computed in accordance with the method provided
in Decision No. 31605, as amended, in Case No. 4246, except taat
distances from or to points located within zones described irn Item
Koo 260 series of Zighway Carriers' Tariff No. 2 (Appendix "D" to
Declsion No. 31606, as amended, in'Case No. 4246) shall be cémpuxed
from or to the mileage basing points designated Iin connection with
such desc¢riptions.

In addition to rates named velow, a charge of not less
than 25 cents shall be assessed and .collected for each delivery stop.
DISTANCE RATZES

Constructive ¥iles Minimum Rates
Over Byt Not Over In_Cents per 100 Pounds
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