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Decision No ., __ ......;3=:;.·' .;.:G:;-.4:....s.1.;.:1'--__ _ 

BEFOP.E THE PJ.!LRO.AD Cml!ISSION OF TEE STAXE OF C.t\LIFOEl~IA 

In the :.tatter of the Esta"olisbl:lent 
o~ r~tes, rules, classifications, 
and regUlations for the t~ansporta­
tion or ?roperty, exclusive of 
property trens~orte~ in dump trucks, 
for compensation or hire, over the 
public highwa.ys of the City and 
County of San F::-ancisco .. 

BY THE COwl.'nSSION: 

Case No. 4084 

Adcitional Au~e~r~~ces 

Reginald L. Vaugh.r->.n 2llC. J .. F .. Vizza.!"d, for Draymen's 
Associ~tion of' S~ Frar.c1sco. 

Sp~geon Avakian, tor James F. Byrnes, Director of 
the Office of Econo:n.1c Sto.bi.liza:;1.on,- end 
Leon Henderson, Price A~~istrator of' the 
Oftice of Price Administration. 

~~lton O'Connell, for ~ohnson & Johnson and the 
;~lied Drug Distributors T Association. 

R. C. Fels, for Retail ~tuxe As~oc1~tion ot 
Ca:1forni&, Inc. and The Western Traffic 
Conference. 

Thomas ROo S~eakman, for Owens-Illinois Pacific 
Coast COlllpany. 

SL"'PPLBZEXT AL OPINION 

By Decision ~o- 28632 (39 C.R.C. 636), as amended, 

in this proceeding, ~im~ rates have been established for the 

tr~sport~tion of property by tor-nixe c~riers w1t~ the City 

and County of San Francisco. By petition, Draycen's Association 

of San FranCiSCO, representing 62 of these carriers, osks that 

the prescribed minimum rates be 1ncrease~ by not 1es$ than lO 
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per cent. 

Public hearings were ~d before Examiner Mulgrew. 

The rates initially prescribed became effective 

April 5, 1936. A general increase, effective July 15, 1937, 

rc.1sed the rate level 10 per cent. Other changes, involving 

both increases :::.nd decre3.ses have been limited to rates for 

particu1~r oper~tions. 

Under an agreement effective August 1, 1942, teamsters' 

wa.ges were increased $1.00 per day. Petitioner claims- that the 

rates now in effect do not produce revenues sUfficient to de!r~y 

o~erating ex,enses. Establishment of the further incre~se in 

the rates here proposed is said to be essential to the continu-

ance of the ~vita1 and necessaryr. coomon carrier services rendered 

by the draymen. 

According to the record, approximately 95 per cent 

of the vehicles with which San Francisco for-hire drayage serv-

ice is performed are operated by the carriers petitioner repre­

sents.(l) 

(l)About 1,050 vehicles are said to be used in this service. 
Assertedly, not more than 50 of these ver~cles are operated by 
carriers tha.t are not me~bers of the Draymen's AsSOCiation. 
These estimates do not include the operations of eight carriers 
speci&11zing in the transport&tion of carstrips, lath, logs, 
lumber (includin~ ceiling, flooring~ finish mouldings, surf~ce 
stock, tr~ ~d other =illed lumber), piling, poles, slabs, 
shingles, spars and wallboard. For their type of operations~ 
these eight carriers have urged thzt rates be prescribed which 
differ materially from those heretofore established both as to 
the manner in which they :::.re stated snd in the volume of the 
ob.:z.rges produced. Their propoz~ls ::.1so involve rates for En,st 
Bay drayage znd evidence relative thereto was also received ~ 
Co.ses No. 4108 and 4109 in which the East Bay cartage rates 
were established. They will be disposed of in a separate de­
cision. 
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It is estimated that 11(2) of these carriers handle &t least 

75 per cent of the o.rs.yage buzines:: in s~ Francisco. A con-

so11dated profit &no. loss stcte:ent, Exhibit P-3, for the months 

of June ~d J~y, 1942, prepared by a public account~~t from 

reports submitted to him by the 11 carriers show that they had 

operating rever.ues of $241,992.25 in June and operating rev­

enues of $249,272.90 in July. Said Exhibit P-3 shows wnet 

.; oper.:ting proi'its" of $1.3~S97.27 for June and $3~167.g6 i'or July. 

The operatlIlg expen~es tor the months or June and J'Ul.y, 1942 are 

· · • • 
: .. • 

· · • • 
: 
• • 

: ___________ I~t~e"m~ _______________ :~ __ ~J~un~e~ __ ~: __ ~~~Ul~y~ ___ : 

Wages - Drivers and Helpers 
~~ees and Salaries - Others 
Repairs - Equipment 
Tires &: Tubes 
T~es and Licenses 
Insur:::nce 
Depreciation 
Executive Salaries 
Other Opc~~ting Expenses 

Total Operating Expenses 

$118,054.18 $l.33,370.80 
24,6:35.1;.5 26,034.20 
10,507.14 8,930.68 
2,428.38 2,,621.69 
9,038.76 9,;1l.3S 
5, 578.41 6,080.19 

14,559.06 14,606.29 
9,418.53 9, 750.74 

33,875.07 35,198.47 

$228,094.98 $246!105~Ok 

The record does not contain any information showing what items . 

of expense are included under nother operating expenses." To 

illustrate the effect of the new wage sca1e~ the public ac­

countant ir4creased the wages for drivers and helpers by 12i per 

cent. He s.lzo increc.sed. the "wages :me. salaries - othersn by 

10 per cent. He also increased taxes and insurance because of 

(2)walkup Drayage ~d Warehouse Co~pany~ Carley & Hamilton, Inc., 
Overland Freight Transfer Co~panYI Robertson Drayage Co~pany, 
Englander Drayage and Warehouse Co:pany, ~. Schussler and Company, 
J. A. Clark Dray1ng COI:lpany, Ltd., Shroeder Drayage Company, 
Er:lmons Drs.ying and Safe Moving Co., S. Brizzolara Draying Company 1 

C. A. Worth Draying Company. 
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the 1ncre~sed ~ages and salaries. After said increases~ Exhibit 

?-3 shows a loss of $4,642.42 for June and a loss or$17~5S6.32 

for July. He increases this loss further by increasing the de-

preciation charge~ and by including a return on the investment. 

The ~ublic accountant also presented a statement, 

Exhibit P-2, showing for the 11 carriers an aggregate investment 

of $1~024,450.31. In doing so he excluded the items of eood will, 

investments in other comp~es and deferred charges to operation. 

By various adjust~ents he raises this investment to $1~615,310·40 

on which he co=~utes a return at the rate of S ~er cent per annum. 

The $1,615,310.40 consists of the following items: 

Adjusted depreciated book 
cost of reven~e equipment 

De~rcciated cost of other 
eOui'Omer.t - la..."'ld :.nd 
bUildings 

Working capital 

Total 

15.4,948.87 

532,068.40 

$1,615,310·AO 

He disregards the accrued depreciation recorded on the books or 

the several carriers. He assumes that their equipment has a 

life of 6 years and. a net sa.J.vage vaJ.ue of 10 per cent 01: the 

cost of the equipment. He further assumes an accrued deprecia­

tion equal to 45 per cent of the cost of the equipment, less 

salvage value. His de~rec~ated book cost of revenue eoui'Oment - .. -
is $421,896.63 i!l excess or the sum the ca,rriers reported to 

him. His allowance for working capital is ~ amount equal to 

his final adjusted operating expenses for June and July whiCh 

include depreciation and oper~ting t~~es and licenses. 

It is estimated. that 60 per cent of the operating 

revenues shown in ErJUbit P-3 are derived from transportation 
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zervice for which the Co:lI:lission h:ls publizhed minilr.um rates. 

The balance of the operating revenues are from pick-up and 

delivery service pcrfor~ed for line-haul carr1ers 3nd other 

services for ~bich mini~um rates have not been published. 

A Consulting Engineer~ retained by petitioner~ pre­

sented Exhibit P-4 in which he shows the costs of operating 

certain truck equipment now as compsred with the costs ~ 1935. 
He endeavored to bring down to d~te Exhibit l~ filed in this 

cnse on December 3~ 1935 by a Cocmission ~~tness. In doing so~ 

hO ... lcver ~ he g~.vc no co~s1deration to the load factor or to 

ch~ges since 1935 tb~t have decreased the cost of operation. 

This witness in Exhibit P-5 shows that for the month of September~ 

1942~ W~~p Drayage and Warehouse Company sustained an operating 

loss of $2~2;9. In Exhibit P-6 he shows that for August, 1942~ 

Overland Freight Transfer Co. had an operating loss of $4~975~ 

while in Exr~bit P-7 he shows for Carley & Hac1lton~ Inc., for 

August~ 1942~ an operating loss of $832. To these operating 

losses he adds an amount equal to an S per cent return for one 

conth on the depreciated cost of phys1cal properties and working 

capital. The over-all loss for the three carriers is $3,18$, 

$7 ~3SS, and $1,C\03~ respectively. The revenues appearing 1n said 

exhibits were tc.k~~n from the books of the carriers. The testi­

mony does not show wheth~r ~ ~~alysis w&S made of the s~e. The 

witness did check the wages of drivers and helpers for one week. 

The direct truck and g~rage expenses, depreci~tion and the in-

direct expenses were ~,portioned to the city drayage service tor 

which an increase in rates is asked in the same percentages that 

-5 



driyers' hours bo~e to the total drivers' hours worked on the 

entire oper~tion. The return was calculated upon a b~se de­

rived by apportioning the entire plant to tbe city drayage 

o~eration on the szme basis as the drivers' time for such 

operation bore to the tot~l. For the equip~ent the witness 

assumed a 6-year life, a 10 per cent salvage val~e and a 45 

per cent accrued deprec~ation. For wory~g capital he allowed 

two months' operating eA?enses, less depreciation. 

An econooist in the Office of Price Administration's 

research diT~sion :ade a general ,statement on the econooic basis 

of the national price control program and introduced supporting 

exhibits. He outlined the effects of 1nflationon the nationa~ 

economy during World War I, and discussed the inflationary ten­

dencies evident today. Because of the freezing of prices by 

the "General Maximum Price Regulation," he pointed out, in-

cre~ses in transportation c~arges ~ust be absorbed b7'those 

oolizated to pay those charges. The economist reco~ended that 

t~e peace-time concept of a fair return nbe modified ~t a time 

when economy is being stripped to the bone in order to put forth 

t~e maximum war effort.n A sound test for proposed increases of 

all sorts in war t~e, he c1~~ed1 is whether or ~ot the increase 

is necessary for a ~~-Lmum war effort. He urged tA~t the Commis­

sion eive c~reful consideration to the n~tional war-t~e price­

control program ~d the effect of the proposed increase thereon. 

In considering t~e re~uest of petitio~er for an in-

cre~se in minioum rates, we c.~ot i~ore the Emergency Price 

Control Act or 1942 (of J~~ry 30, 1942) as ~cnded by the 
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Stabilization Act of October 21 1942. We teel thr~t those 

=t~tutes place upon. us an added responsibility when passing 

u~on a re~uest for rate ir.creases. A record that might have 

justified ~ increase ~rior to their enact~ent may not warrant 

us to increase rates now. 

In this p&rticular proceeding we have a record that 

is replete with testimony shov~e ~cre~sed costs l but, except 

for Exhibits P-3, P-5, P-6, ~d P-7 it is void in showing the 

net results of operation. Exhibit P-.3, as said" shows con­

solidated net results in the oper~tion o~ 11 carriers for two 

months. Its evidentuary value" however, is questionable. To 

o.uote from t~e tr~script: 

n:iR .. AVA.."aJ:v."'J: I truce it that· all of the figures in 
the book balances colu:mn were take%'..i from actu:al. records 
of the carriers? 

nMR. KASCH: As pr~sented to me by their accountants, 
. yes, sir. 

nQ. Did those revenues include anything besides city 
drayage in the City of San Fr~cisco? A. They did not. 

nQ.. They included no warehouse revenue? A. No, sir. 

nQ. No pickup znd delivery revenues? A. Pickup and 
delivery" yes, Sir, that would be in San Frzncisco. 

nq. Did tney L~clude any pickup and delivery for rail 
carrie~s? A. Yes, Sir. 

nMR. VAUGHJ:v.'I: You u-e trying to bri:lg out whet~er or 
not it is tariff or not tariff? 

nlffi. AVpn.A:..'I: I was going to come to that next. 

nQ. Was the~e any attempt made to confine this revenue 
to revenue derived fro~ city carriers' tariff No.1 r&tes? 

nQ. Did yo~ mike ~~y study to determine t.~e relationsbip 
between '~he revenue ea:-ned from city carriers' t8.ri:tf No.1 
rates 0.$ compared ;-:i til the total of revenue and t:h.e total of 
time a.'rld equipment spent on city carrier tarit! No. 1 trans­
'Oortation a.s cOI:::oared with totti trons'Oortation? . . . 
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TtA. I did not. 

TtQ. So that then are you -- you arc, t:c.en, 1.m~ble to say 
th~t the rates produced by city carriers' tariff No. 1 ~c 
inadequate with respect '1;0 the transport3.tio:o. covered by city 
carriers' tariff No.1? You are not prepared to segregate 
that, are you? A. No, sir. 

"Q. Is it quite possible, Mr. Kasch, that the projected 
loss shown on your Exhibit P-3 my 'be due entirely to in-
ade~uate revenue derived by the carriers from transportation 
other tban that subject to city carriers' tariff No. I? 

"A. I would ~ot venture to pass an opinion on that. 

"Q. It is pOSSible, is it? A. I would not say it was. 

"Q. Would you say t~~t it is not ~ossible? A. I would 
not say that either. 

TtQ. Did you, yourself, make an exeminstion of' the actual 
records . of' the eleven cO::lpa:lies involved, Mr. Kasch? 

TtA. I did not. 

"Q. In what form was the infor:nat1on which you have used 
in l'reparine Exhibit P-3 submitted to you? A. On working 
papers prepared in ~ost cases by the carriers' accountants 
and in various -- in most insta:lces '''iho were C.P.A. 's. 

TtMR. VAUG~~(·~)AV2ilable here, are they not? A. Yes, 
they are here • .,t' • 

"MR. AVPJaKif: Do you know upon what basis the allocat:i:ons 
of wages were ~ade to San Francisco carriers' revenue as 
distinguished from other revenue? A. No, I do not. 

"Q. Do you know u~on what basis the allocation was made 
be~Neen San Franci:co city ca~rier revenue ~~d other revenue 
vdth respect to the other expense items shown on Exhibit P-3? 

"A. I do not." 

Tur:o.1ng to Exhibits P-5~ P-6, and P-7we have one 

~onth's oper~ting results with ~evenues as recorded on the bookS 
..... !/' ,,- .... ' 

of throe carriers and expenses and investment allocated on a 
study of wages of drivers and helpers for one week. This is a 

r~ther l1m1ted sho~~g both as to ti~e and number of carriers 

considered. 

Operating losses do not necessarily follow increases 

in wages or increases in the cost of mz.terials ~d supplies. In-

(3)Not in evidence in this ?r~Seedin;. 



stances have come to our attention where increase in business and 

economies in oper~tion have more than offset ~cre~ses in partic-

ular costs. Perhaps the carriers before us are in need ot zn in-

crease in the minimum rates, but the record does not est~b1ish 

that tact to our satisf~ction. 

o R D E R 
~ - - --

The Commission havins consider~d the testimony submitted 

at the hearing h~d on December 3 and December 4 in the above en­

titled matter, and it being of the opinion that such test~ony does 

not ivarrz.nt the CO:::l!!1ission to grant the petition of the Draymen's 

Association of San Fra~cisco for an incre~se of not less than a 

10 per cent in minimum r~tes heretofore established for tr~porta-

tioD rrl.thin the City and-..co'tmty of S2.n FranCiSCO, therefore 

IT IS EE?~Y ORDERED t~t said petition of said Dray-

men's Association of San Francisco be, and the same is hereby, 

denied without prejudice. 

San Francizco, Californi~, this I d'I' day of 
S::~dat 

---U.,r.p.~.w~~--' 1943. 

Commissioners. 


