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Case No. 4246

In the Matter of the Establishment of
paximum or minimum, or maximum and min-
imum rates, rulcs and regulations of all
coumon carriers as defined in the Public
Utllities Act of the State of California,
as amended, and all nighway carriers as
defined in Chapter 223, Statutes of 1935,
as amended, for the transportation, for
compensation or hire, of any and all
coumodities.

In the Matter of the Establishument of
naximum or minimum, or maximum and mine-
lmum rates, rules and - 'regulations of all
carriers as defined in the City Carriers!
Act of the State of California (Statutes
1935, Chapter 312, as amended) for the
transportation over the public aighways
within any city or city and county in

the State of California, for compensation
or hire, of any and all commodities.

Case No. 4434

S A AT A W L WL L VL L W Nl U NI NP A P AN NS

Additional Apvearances

Reglnald L. Vaughan, for Loomis and Hulsman, doing
business as Loomis-Hulsman Truck Line,

Arlo D. Poe, for Compartment Delivery, Inc.

H.L. Gunnison, for Standerd 0il Company of California

Don H. Moore, for Asbury Transportation Company

M.E. Boyd, for iestern Pacific Railroad Company,
Sacramento Northern Railwey and Tidewater
Southern Railroad.

BY THE COMMISSION:
SUPPLEMENTAL OPINION AND ORDER

The above entitled proceedings embrace, collectively,
rates, rules and regulations for the transportation of property
throughout the state by common, radial highway common, highway
contract and city carriers, ané for accessorial services performed
incidental thereto. This opinion deals with a proposed modification
of the rule heretofore established governing mixed shipments of
general commodities, particularly as it affects shipments consist-
ing partly of petroleum or petroleux products in bulk in tank truck

cquipment, and partly of petroleuwm products in packages.




The nixed-shipment rule here under consideration is pub-
lished as Item No. 90 series of Highway Carriers' Tariff No. 2.1
This rule provides, among other things, that in the transportation
of shipments consisting partly of commodities for which rates are
provided in that tariff, and partly of commodities for which rates
are provided in other effective tariffs of the Commission, the rate
or rates for the entire shipuent may be determined as though all of
the commodities were subjeet to the provisions of Highway Carriers’
Tariff No. 2. Minimum rates for the transportation of petroleum and
petroleun products in bulk in tani truck equipment were originally
published in a decicion appendix rathor than in a tariff, and thus
were not governed by this rulc. On January 14, 1940, however, these
rates were re-established in tariff form, ? and thereupon the pro-
visions of the rule became applicadblec to shipments consisting partly
of petroleum or petroleum products transported in bulk. This in-
advertence came to the Commission's attention, and was corrccted

effective May 3, 1940, by amendment to Item No. 90 scries.

-

1
Highway Carriers!' Tariff No. 2 ig Appendix "D" to Decision No.
>

3160

2
City Carricrs' Tariff No. § and Fighway Carricrs' Tariff No. 6,
which Iis Appendix "C" to Deceision Mo. 32608 in thesc proceedings.

as amended, in Case lie. 4246.

-
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Decision No. 33023 of April 23, 1940, in Casc Fo. 4246. In that
decision the Commission cxpleined its action in the following
language:

"The minimum rates established for bulk shipments of petroleum and
netroleunm products were based upon a Specific record which did not
indicate a need for a rulc authorizing mixed shipments of bulk and
packaged goods. Morecover, the rates applicable to mixed shipments
unéder the present rulc are generally lower than those found rcasonable
ror straight shipments of bulk petroleum products. Under these cir-
cuzstances, it eppcars that Highway Carriecrs! Tariff No. 2 should be
amended to provide that the mixed shipaent rule thercin contained
will not apply to shipments ccataining petroleum or petroleunm
products in bulk in tank truck couipment."




Ihereafter, Richfield 0il Corporation and two highway
4 .

contract carriers engraged in the transportation of Richfield
products, urged that the rule be again wmodified In such a manner
as to permit packaged petroleuxm products, when transported in
nixed shipuents with bulk petroleun products, to receive the
venefit of the weight of the total shipment in the computation
of transyportation charges. Evidence relative to the proposed
nodification was received at adjourned nearings held bhefore Exan-
iner Bryant in Los Angeles, briefs have been filed, and the matter .
is now ready for decision.

The assistant traffic manager of the Richfield compény
testified that prior to the restriction of the rule made on May
3, 1940, his company had comuenced the practice of making mixed
shipments to some of its smaller distridbuting bhranches, employing
three contract carriers for that purpose. These shinmments consisted
generally of two or more grades of bulk petroleum products trans-
ported in a compartaent tank truck, and a gquantity of packaged
products carried on a flat-bed trailer attached to the truck. In
order to fulfill the nminimum charge requirements of the bulk tariff,
charges on the bulk portion of the shipment were based upon the full
legal carrying capacity of the tank or tanks, but in no case less than
3,000 gallons. The witness explained trhat it was his interpretation
and understanding of the bulk tariff that it permitted the shipping
of refined petroleun products and so-called "black ofls" in a single
saipument (through the use of a compartment veaicle cr the combination

of two vehicles) for the purpose of meeting the zuinimum weight or

4
Loomis-Hulsman Truck Line and Compartment Delivery, Inc.

City Carriers' Tariff No. 5 and Eighway Carriers' Tariff No. 6,
supra, wlll be sometimes referred to hercin for convenience as
"the bulk tariff".
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gallonage requirements of the tariff. EHe proposed no amendment In

this regard, dut directed his proposal to a modification designed
to permit petroleurm products in packages to move in mixed shipments
6

with petroleum products in bulk. According to this witness 1t was
not and had not been in the past the intention of his company to use
the mixed-shipment rule in such a manner as to "break down" the mini-
mum rates established for the transportation of petroleum products

in bulk. ZHe said that the intention had been and was still merely

to obtain the benefit of the total weight of the bulk and packaged
products Iin rating the latter. .

This witness stated that the requirexents of some of his
coxpany's branches were insufficient to pernmit shipping either
packaged goods or bulk products in truclload guantities, and the
proposed mixed shipment provision was therefore necessary if his
company was to receive the benefit of truckload rates to these
branches. Ee declared that for this reason the type of service
represented by zixing dulk and packaged products was of vital impor-
tance %o his company, and if it were not permitted to continue at
aixed shipment rates the same service would be performed under a
proprietary operation. Ee added, however, that it was not the desire
of his company to engage in trucking except where absolutely neces-
sary.

Loomis-Aulsman Truck Line and Compartment Delivery, Inc.,
two highway contract carriers engaged in the transportation of Rich-
field products by use of compartment trucks and flat~bed trailers,
offered no testimony of their own »ut arproved in principle the
modification advocated by the witness for Richfield 0il Corporation.
3

The proposed amendment permits mixing of bulk products with any
commodities, but the witress explained that what hls company was
primarily interested in was the nixture of bulk and packaged petro-
leum products. FHe said that any ameadment to the mixed~shipment rule

waich would accomplish this purpose would be satisfactory to his
company.
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No other witness testified in support of the proposed change.

The suggested nodification was opposed by Tank Truck Oper-
ators Assoclation, Asbury Transportation Company, Southern Pacific
Company, The Atchison, Topeka & Santa Fe Railway Company, Western
Pacific Railrcad Company, Union Pacific Railroad Company, Pacific
Electric Railway Company, and by traffic representatives of Standard
01l Company of California, Shell 011l Company and Tidewater Asso-
ciated 0il Company.

A ratle and cost expert, testifying on behalf of the Tank
Truck Operators Association, explained that ome of the objections
of his Association to the proposed mixed-shipment rule was that under
such a rule it would be difficult, if not impossidle, for shippers
10 know what freight rates their competitors were paying. He be-
lieved that the rule contained some elements of undue preference and
prejudice, Inasmuch as some shippers could take advantage of the
combination of packaged goods with bulk products, while other ship-

pers would be incapable of doing so. As another serious objection

this witness pointed to ghe reduction in revenue which would result

to the nighway carriers. In this conxnection he stated that the
present California minimum class rates were predicated in part upon

a definite percentage of freight moving in each class, and asserted

The traffic representatives of the Standard, Shell and Associated
companies were called as witnesses for Southern Pacific Company.

The witness pointed out that 3,000 gallons of refined petroleun
products (the dulk minimum) would weigh, at 6.6 pounds per gallon,
19,800 pounds, and that only 200 pounds of packaged products would be
necessary to reach the minimum weight of 20,000 pounds fixed for
truckload rates on the latter. Under the provnosed nixed shipment
rale, therefore, a 200 pound lot of third class packaged petroleun
products accompanying a bulk load would move at the rate of 5 cents
per 100 pounds for a three-nmile haul rather than +the any-quantity
rate of 32 cents per 100 pounds ectablished for that distance. Using
certain data introduced by the Richfield witness, he estimated that
the reduction in rates on packaged petroleum products which would
result from the proposed mixture rule (as compared with rates other-
wise applicable upon sevarate shipments of packaged products) would
be in excess of 44 per cent.
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that any material chkange in this aixture would reguire a change in
the rates themselves. Ze thought that the proposed medification
would serioucsly affect the percentage of mixture between classes,
and expressed the opinion that the result of this would de to
ultimately require an increzse in the established minimum class
rates.

The Association witness testified further that the move-
ment of packaged petroleum products in small quantities constitutes
2 substantial portion of the less carlead and less truckload traffic
transported by the average common carrier in this state. He said
that 1if the mixed-shipment rule were amended as proposed there would
be a strong monetary lncentive for the shippers to give all of this
traffic to the highway carriers in comncetion with the movement of
bulk petroleum, inasmuch as the rails would find it physically im-
possible to transport zixed shipments of thils type. This witness
declared that under the proposed rule there could be no ecuwality

of opportunity between rail and truck, and reasoned that an unfair

advantage given to highway carriers over the rail lines would have

a tendency to breck down the entire Colifornia rate structure for
the transportation of petroleum and petroleum products. He saw no
way in which the rails ¢ould adjust themselves to conmpete with high-
way carriers under the proposed nixed shipment provisions.

Referring to the cost element, the Association witness
stated that the dullt petroleum rates were predicated upon the
assumption that 3,000 gallons or more would be picked up at one
point; and similarly, that the rates for the transportation of ship-
ments of 20,000 or 30,000 pounds of packaged petroleun products were
based upon the cost of picking up the entire shipment at one spote.
e saild that if the cormodities were picked up 2t two or more differ-

ent points, whether ten or 100 feet apart, as cpparently would de
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necessary in the mixture of bdulk and packaged goods, there would
necessarily be an added cost which should be reflected in the rates.
This witness testified further that while the difference in the
volume of minimum class rates in Highwey Carriers' Tariff No. 2 for

the different weight brackets reflected an actual dilfference In the

cost per 100 pounds of performing the transportation service, there

was no similar reduction in cost resulting from the proposed mixture
of dbulk petroleun products with petroleum products in packages. XHe
said that the only saving to the carrier in coxbining these two
classes of freight would be in the cost of dilling and collecting,
vhich would amount ¢o only about 7 cents per shipment;

This witness stated that he had been following the move-
ment of petroleum products generally in the State of California since
1929, and in all of that time kmew of no general practice of moving
packaged petroleuwm products in quantities of less than 20,000 pounds
in mixed shipments with bulk petroleum products. He thought that
the proposzl here made would, if adopted, institute o practice that
had not in the past been generally followed by shippers or highway
carriers in this stzte. EHe declared that if the proposed mixed-
shipment rule were adopted it would regquire that present truck fleets
be revomped by providing a flat-rack traller as well as & tank
trailer for each tenl truck. In the opinion of this witness 2ll
petroleunm shippers would have to adjust thaemselves to this type of
shipment in order to remain competitive, and all highway carriers
engaged in the transportation of petroleun products would have to
adjust themselves to this type of compotition. EHe thought that 2ll
members of the Tank Truck Operators Association would have to make
substantial changes in their wvehicle cguipment In order to remain
competitive under the proposed rule, and this would dring about an

entirely new situation in the transnortation of petroleum products,
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would reduce the load and use factor of the vehicles, and would in
general inevitably induce drastic changes in the rate structure.
The witness said that one result of this practice would bYe to reduce
the back haul, inasmuch as it would be impossible to transport dry
freight on the returning taonlt vehicle; and that it would reduce the
use factor of the vehiecles, inasmuch as the tank trailer would neccs-
sarily be out of service while thce flat-bed trailer was carrying
vackaged petroleum products. EHe stated that the present minimum of
3,000 gallons fixed in conneetion with the transportation of petro-
leun products was based upon c¢vidence waieh showed that shipments in
such limited quantitiecs moved generally for distances of not to ex-
ceed 50 miles, and ne rcasoncd that the proposed mixed-shipmeont rule
wovld have the effect of cextending the ficld of cconemde utility of
the 3,000 gallon tank trucks and that thls would automatically cut
dowm the hours of use of the larger wehicles, both of the tank and
flat-bed type. This witness thought that the proposal to mix bulk
and packoged petroleum products, and to charge for each at the reduced
rate applicable to the weight of the mixture, would de an extremely
wmsound rate making practice unless the revenue that would be diverted
by this practice were rcstored to the rote structure in some other
form.

A transportatlion analyst of Standard 0il Company of Cali-

fornia testified that nis comnany had not cngarged in the practice of

tronsporting bulk petroleum prodvets in compartment trucks in mixed

shipments with packaged products on flat bed trailers, and did not
favor the adoption of the mixed shipment rule proposed by the witness
for Riehficld Cil Corporation. Tais witness thought that 1f the mix-
Ture rule were adopted nis company would probadly bve forced by com-
petition to take advantage of it to some extent. He stated that the

rule would permit his company to make doliveries of mixed shipments




directly to meny of its larger rctail service stations at truckload
rates. He said that highvay carriers had offered to perform this
class of service for his company, and there was no question of the
ability of his company to engage in the practice if the proposed

rvle were approved. If this practice were adopted he knew of no way

by which the railroads could possibly meet the competition. In his

opinion the effect would be that the rails would be deprived of 2
very substantial portion of the petroleum traffic, both in tank cars
and in packages. e felt also that if the rule was adopted the Iin-
creased costs encountered by the highway carriers in performing this
extra service wovld inevitably require increased rates in the future.
This witness testified that his company was a carload distributor,
and that it was entirely satisfied to pay reasonable less-carload
rates for transportation of petroleum products both in bulk and in
vackages in cases where it could not make straight truckload or
¢carload shipments of each. He said that his company had put a very
considerable investment into plants to take advantage of carload
deliveries, and could not subscribe to any tariff arrangement which
would give a less-carload shipper the benefit of the same carload
rates. The witness added that as a general proposition his company
was opposed to the mixed shipment rule in its entirety.

The assistant traffic mancger of Snell 01l Company testi-
fied that his company was opposed to the adoption of the proposed
mixed shipment rule. This witness stated that the Shell Company rhad
no objection to paying reasonable less trucklosd or less carload
rates on dbulk petroleunm or petroleum in packages when circumstances
did not permit of the shipment of straight truckloads or carloads
of each. He sald that while his company was not in favor of the pro-
rosed mixture, it would probabdly be compelled to place itself in a
conpetitive position if the practice were adopted by other shippers.
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A representative of Tide Tater Associated 0il Company
stated that his company wos in general satisfled with the present
ratcs for the transportation of petroleum products and was opposed
to the proposed mixture ruwle. If the proposzl were adopted he
thovght his company would be forced ceventuclly to engage in the
practice of mixing bulk and packaged goods in order to romaip ¢com=
petitive. He said that this type of tramsportation serviee was
avalleble to his company in some ports of Californiz, and that it
would be possidle under the proposed rule for 2is company to make

nixed shipments in many cases direet Lfrom the refinerices to revail

service stations without utilizing intermediate dulk distributing

stotions as at prosent. In his opinion adoption of the proposed
rule would have the effect of brensking dowm the present rates for
the troansportation of packaged goods. This witness did not believe
it to be sound practice to accord the shipper of 3,000 gallons of
bulk petrolecum products the advantage of the rates established for
shipments of 20,000 or 30,000 of packoged petroleum products. He
stated that his company's refinery in Southern Califorrnia was located
at Watson, while its package petroleux plants were located at San
Pedro and Vernon; and that his cozpany could therefore not take
advantage of the proposed rule in Southern Californic without first
constructing 2 package plant adjacent to its bulk plant.

The traffic manager for Asbury Transportation Company, &
highway carrier operating some 56 wnits of tank trucks and tank
trailers, testificd that his company was not in favor of the proposcd
nixed shipment rulc oand would ohjiect to its being put into practice.
This witness sz2id that general adoption of the practice of mixing
bulk petroleunm products and packaged petroleum products wowld neces-

sitate 2 large investment by his company in new and rebuilt vehicles

Asbury Transportation Company is not a member of the Tank Truck
Operators Association.
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in order to meet the competitive situztion. He said that the tank
trucks now operated by his compeny had capacities ranging from 2,500
to 2,600 gallons, 2nd pointed out that in order to take full advan-
tage of the proposed rule it would be necessary to suhstitute semi-
trailers with a capacity of 3,000 gallons or more. He stated thot
the purchase of new tractors and semi~trailers, costing approximately

811,000 for each combination, would probably necessitate the dis-

oarding of & large part of the compeny's present fleet. It was hls

beliof that avallability of the proposed rule to the shipping public

in Colifernia would have the effect of meking 50 per cent or more of
the present tank truck equipment obsolete and cause it to be scrapped-
He said that the discarding of 50 per cent of the tank tradlers in
use in Californic would, of course, be offset by an inerease in tank
semi-troilers, but declared that this cnange could only be cccom-
vlished at a very great expense to the operators. This witness tes-
£ificd that he did not know of any general use in Colifornic of 2
combination of vehicles consisting of a tractor, seml-traller 2nd
4-wheel trailer, as would cpparently be required to take full
advantage of the rroposed mixturc and cxplained that in his opinion
this combination had not been generally adopted because 1t could not
be safely operated on the highwnys.

This witness explained clso that his company paid differ-
ent wage scales to its drivers, depending upon whether they were
engaged in driving tank vehicles or flat bed vehicles, and sald that
adoption of the mixture practice would require payment of the higher
wage scale in every case. He pointed out that the present rates for

either bulk or packaged petroleuz were based in o generzl way on the

wages encountered in comnection with each type of tronsportation. In

his opinion the proposed mixture provisicn would result in discrimi-

nation against o number of shippers who would be unable to take
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advantage of it because of the faet that their refinerices and packoge
plants were not located ct the scome point. Xe thought a2lso that the
proposed rule would complicate the process of deternmining minimum
rates.

The assistont to the freight traffic manager of Southern
Pacific Company testified that in his opinion the rule would place
the railroads in 2 non-competitive positiorn with respect to petro-
loum traffic. He said that so far as he knew it had never been the
practice of railroads in any part of the United States to make mixed
carload rates on bulk and packaged goods, nor did he know of any
such practice by highway carriers other than the three contract car-
riers who had performed the service for Richfield 01l Corporation.
Ho stated that the roil lines had no equipment designed to meeb such
competition. This witness argued vhat the rails were already under
some disadvantage in that the tanl car equipzent generally in use in
Californiz had o capacity of 6,500 gallons or more, while the truck-
load minimurm weight was only 3,000 gallons- It was stipulated that
representatives of each of the other rail protestants were present

at the hearing and would, if called, testify te the same effect.

***#*****##*
When mirimum rates hove been estaoblished on various commo-

dities based largely upon the cost of transporting such commodities

separately, it is readily apparent that commedities of the diffecrent

classes should not be transported in mixed shipments 2t the lower

rates applicable to the combined welght unless 1t 1s demonstrated
that +he net cost per unit of transporting the mixed conmodities as
a single shipment would be sufficiently less than the net ¢ost per
unit of transporting the commodities scparately to nke transporti~
tion at the lower rates compensatory. It does not appedr from th

present record that the mixing of bulk petroleuxz products in tonk
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cquipment with packaged petroleum products on flot-bed equipment
would permit of any material saving in troansportation expense to the
corriers performing such services over the cost of handling the dulk
and packaged goods separantely. The proposed mixture cppears to de
an artificial one made primorily for the purpose of reducing a
shipper's transportation charges under a particular tariff rule,
rather than o natural mixturc of commodities tendered and transported
together as 2 convenience to the shipper or as 2 saving to the car-
rier. In any event, the conclusion is unavoidable that if the
carrlers were required to transport the two classes of commodities
together 2t the minimum rates established for the same weight of
either class separately, the reductlion in revenue sustained from such
ransportation wovld have to be offsct by a compensating increzse in
the ninimum rate structure.

Yoreover, the testimony is persuwasive that the suggested
pixture provisiorn would have 2 dangerous and far-reaching effect on
the business of both carriers and shippers interested in the trans-
portation of petroleum products between points in this state. The
record leaves little room for questioning that the disadvantages
flowirng from these unpredictable chonges would far outweigh in im-
portance whotever temporary advantages might acerue to individual
shippers or individual highway contract carriers from the;ﬁ;e of the
mixture. While the tcstimony offered in support of the suggested
tariff revision indicates that it would be of some immediate economic
value to Richficld 01l Corporation aond pcrhapsbto other shippers

similarly situated, it is not convincing that-the liberalized rule

would be reasonable and non-discrimin~tory or otherwise desirable

when viewed from the standpoint of the welfare of shippers and car-
riers generally, or of the general public interest. The proposal to
change Item No. 90 series of Highway Carricrs' Tariff No. 2 will be

rejected, and the formnl petition to this effect filed by Compartment
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Delivery, Inc. will be denied.

The assumption by the Richfield witness that the minimum
gallonage requirements of the bulk tariff may be met by shipping re-
fined oils and ™black oils" in a compartment tank-truck unit so long
as the tanks are filled to legal carrying capacity and the combined
load totals at least 3,000 gallons was challenged by the rail lines,
and the latter on drief urged that the Commission find that no author-
ity exists for shipping less than 3,000 gallons of refined oils or
less than 3,000 gallons of "black oils" at the rates provided for
3,000 gallons of each class. Eowever, no modification was proposed
by any of the parties in the rules or regulations of the bulk tariff,
and the question of mixing refined and "black oils" under that tariff
was not directly in issue in the recoxrd here being considered. If the
rail lines or other interested parties believe the provisioh of the
bulk tariff to be amb;guous or otherwise in need of clarification or
- revision, an appropriate petition should de filed.

Therefore, good cause appearing,

IT IS HEREBY ORDERED that the petition of Compartment
Delivery, Inc. referred to in the foregoing opinion, be and it is here-
by denied.

This order shall become cffective twenty (20) days from the

date hereof. 1544777
Dated at San Francisco, California, th ZQC!' day of

January, 194l. W
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