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Decis on.No. ‘-’6184

BEFORg ‘TEE . RAILROAD COMMISSION: OF THE: QTAﬂb -0 CALIFORNIA
In the Matter of the- Applxcation, , T |
of HIGHWAY TRANSPORT, IfC., ; App;.icamqpx ,..2_6858;-

corporation,. for auxhority to
increase rates:.

ﬁx»mxt:omssrom: | - "m' E“ﬂg.

Apnearances

Berol and Handler, by.Edward M. Perol, for.
applicant, ’

Eugene A, Reed, for Oakland Cnamber of.
Commerce,

Walter A. Rohde, for San Francisco Chamber
of Commerce.

OPINTON

Bighway Transport, Inc. is a highway common carrier of
propcrty between San Francisco on the one hand and Salinas,
‘Sdledad'ﬁMbnterey and- internediate points on the other. .It seeks
autho PR AT increase its local rates and charges by 10 per ceut
ror & one~year period * duthority to increase its joint rates.is
‘not ?ought 2

»4 public hearing was had before Zxaminer Howard G. Freas: )
‘2t San Francisco on August 10, 1945. L

During ‘the war period applicant's operating expenses in-
-céeaSed‘subStanﬁiaIIx. 50<also-did;ité.revenues_anﬁ equ;pmeptﬁ%ggd
and use..factors. Eme'increaseSnin?axpenses,;howeve:,ﬂexcegde¢,tpo$e.
‘fn ‘revenue - and applicant's operating,results have gnowﬁ.steadi;y
worse. '‘In January, 1945, applicant made.a profit of 3159. -Since then
each month-was carrled.on. at a loss, ,After.excluding.interest.as;gﬁ
allowable operating expense the results. ‘for.the years 1942 to. 1944
finclusive, -and-for:the first. six-months.; of 1945, as, . port ayed by ex-

;1 ‘In' the ‘case of'fresnh fruit and.vegetables, authérity 1Is sought “to~
-apply the increase! Lo thes rates. prescrived by:Decision No.-37816 (=>4
aprili 24, 1945, In"Case -No..4293, -but.-not.yet published by-applicant.
'Applicant*s fruit and: vegetadle traffic. amounxsxto less. than. 1720 of,1
percent of the ‘total.. '

2 ‘Joint rates are maintained.with only one carrier. .The, revcnnc
aceruing - to-applicant: thereunder: is: less than $50.00 per., month
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 -hibits-of record,. are as.follows:

“Yet Profit* . .Operating’
Lear . Month iRevenue .,Expenses —or:-Less . Ratio

W 2 er ¥
19443; 6317 628’64 12,435

1945 :’%Eé" Z§ 632 g% 938 _&%
JEYF= e gt

(@)
APZ‘-- 2. L ; )
Moy 58,6L 2 63
.June 55, 62 591 ;X

'Six Months )
‘Total 330,057 348,344 (BIED

oy

| AL Ter Taxes
{____) Denotes .Loss |
| The rise -in.operafcizgneipenses.was attriduted rprink:ipélly

-;to higher :labomcosts,; increased maintenance expen'se y hiéher “nrices
:and lowered guality of tires and - tx..bes and inereased c¢cost of carge ‘in-
.surance; and loss and damage payments. The 'higher Labor “costs were .at-
tribut'(le:a to cubstantial increases in overtime work, 1o ‘the .:i:ne‘;f'i‘,f:-;
.~cien¢y 'and inexperience ;of 'the ‘help obtainable o replace employees
who -have entered the Armed fFofces apnd wer ‘incdustries, and ‘?to'
recent: vage mcrease.f paid drivers and- helpers.

' Appl,icant expects that the rate increase sought 'véill result
An a loss of traffic to -compet‘-ing .carriers -of something less 'than 10 '
per c,em:.. Had the dncrease 'been vin effect .dﬁring the Tirst ‘half of.
1945, 4t 4s estimated 'that applﬁ.ca‘nt‘ would have »ezﬁjoyed. net revenue
of .$10,947 4 ‘no traffic loss Were Ancurred and 34,494 42 10 per cent
of its traffic were diverted.3 In preparing the ‘estimates the inter-

state revenue, -which is said to approximate 5 per cent of the ‘total 5

‘The revenue .estimates reflect our adjus’cments to exclude Anterect
a5 an operating expense.,
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. . ¢ . , - . . ' ' : B , & .
‘was also subjected to a lO per cent revenue incrcase on the theory

that, if authorized intrastate, slmilar increa..ee would bc eifected
interstate ln computing he estimate of net revenue uased upon a
lO per ccnt traffic loss, erpen es were adjusted to give ef’ect to
the probaole decrease therein by virtue of the reduction in tonnage.

For the same ix montn period tne net revenue es tinates when trans

A 0

lated into rate of return and oper ating ratio are as follows.

10 per cent : '
Rcvenue_lnqrease Vet Rate~of'Return ' Operating
with- Revenue Unadjusted Adfusted Rati

(l) No traffic loss $lo 947 6 6 7 8 97 O-
(2) io% trafi‘ic loss 4 494 2 7 3 2 98 7

"he unadjusted rates of return are predicated upon a rate

base of 3165,322 submitted by the carrier. Of this amount, 373,074A

repre ents the depreciated b00£ cost of tangible operating property,

$l3,7lo the cost of acquisition of *ranchises and cash surrender value

of insurance policies on officers of the carrier, $lO 824 the amount

of prepayments and deferred charge ; and a67,708 t.e working capital
4

allowance Ihe adj sted rates of re urn reflect he exclusion irom

A

the rate base of he second and third ems amounti.g to 324 540 Such<
.items are not properly inc udab e in the rate base.

Applicant's Prcsident a..d Genera" hanager te ti“ ed tn..t

:

he Knew of no operatinb measure, short o drastic curtailment oi.sere

vice, whicn would permi contiuaed operation under the existing rates

and that either curtailment or emporary sus pension of service would

AR

have to be resorted to in event permission temporarily to as in-

creas ed rates is not granted. He stated that highway iransport, Inc,

handlee more than the combined tonnage of *he other carriers serving

:the same territory and expressed tne opinion tdat should eitner o the

. Thc wor&ing cap‘ta’ allowance io based upon one non"h'e operating
expense, less depreciation.,

5 q The - amount of noney paid to.the Sta;eibr thc acqui tion of fran-
chises was not disclosed, but was sald to oe negligiole

-d.n
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alternatives to c¢ontinued full-scale operéﬁion become necessary, the
competing carriers would be unable to absord the additional traffic.
It was nis belief that substantial relief, within less than the . che~
year period for which increased rates are sought, cou1d not be eX-
pected by reason of early termination of the waf because of the
length of time required to effect demodbilization of the Armed Forces
and return to peace~tinme operation. |

No one opposed the granting of this application. The record
shows tha®t applicant gave the Office of Price Administration the
required 30 days' hotice and consented to that agzencey's intervention
in this proceeding.

It is clear that since January, 1945, applicant’s opera-
tions have been conducted at an out-of-pocket loss. This loss was
incurred under wartime operating conditions. Applicant estimates
.that one year will elapse before our economy is restored to a peace~ ’
tize basis, and that at leacst during the interinm the transpo:tation‘
conditions upon which its chowing is based will continue to exist to
such a degree that its operating needs wiil not be materially chang-
ed theredy. The record is persuasive that applicant'é need for re-
lief does not cease by virtue of the tefmination of the war.Rellel is
imperative if an essential'serviceyis te de prééerved.

Under the proposal, applicant's rates will be higher than
those of 1ts competitors. For this reason we have some doubt that
| thevoperating results anticipated will be realiﬁed. However, appli-
cant hac justified the rate increase souéht, and the propriety of
establishing higher rates in a2 competitive field where such higher
rates have been justified is a matter of managefial diséretionf The
increase will be granted. In view of the rapidly changing condi-
ﬁiqns the authorization will be limited to a six-month pericd.

Upon consideration of all the facts of record, we are of the

il
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dpiniop and £ind that the increases involved in this zapplication are

fully justified fér the temporary period hereinbefore stated.

0RDER

A pudblic hearing having been.had in the above entitled
application and based upon the evidence rececived at the hearing and
upon the conclusions and.findings set forth in‘the‘preceding opinion,

IT IS HEREBY ORDZRED that Highway iransport,ulﬁq.ﬂbe'and
1t %s hereby authorized to establish, on not less than two (2) day's
notfee to the Commission and to the public, an increase oflten {10)
“per'cehﬁ in 1its tariff local rates and charges, with pbe,éxception
that saild increase shall be applied to rates and charges it &s re-
quired éo publish or fresh fruits”an&"vegetablds‘and usé&*eﬁ@ty.caf.
riers by virtue of Decision No. 37816 q£~gp:;;?g§,;g?45;fi:,Q?se(Nbbh
42935, | | ]

IT IS HEREBY FURTHER ORDERED that the increases in ratec
and charges herein authorized shall.be published and filed.;qgg;;iré
one hundred and eighty 61805 days after—éhe-date :hey*bgcome-efféctJ
ive, unless sooner changed, cancelled or oxtended by?order"of the
Commission.

IT IS HEREBY FURTHER ORDERED that in computing the increased
‘rates and: charges herein authorized the ﬂoIlowxng will govern In the.
dispouitmon of fractions:

Where present rates ox changes  are 10 cents or lessv

Fractions of less %han & or w25, of a cent omit,.

Fractions of % or .25 of a. cent or greater vut
less than: 3/4 or «75 0L a cent will bYe
stated at 1/2 or .50 of a cent..

Fractions of 3/4 or .75 of a cent or greater,
inerease to next wnole.fiﬂume- |

Wherc present rates. or charges are over 10 cents:

Fractions of less than 1/2 om 50 of & cent omizt..

F*actiono of 1/2 or .50 qf @ cent. or gr eater,;,
- inerease to next. whole figwre. .

—.5‘_“
14
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| I7 TS HERERY FURTHER OFDERED ‘that Highwoy TTensport, Inc.
be and :I.?: d.s hercby authorized 'to depa:r": from the provisions of
'SGen'orva;l Oraér No. "80 %o the extent necessary o carry o_uf._ the effeet
‘of ‘the orcler “ne*em

| 'The authordty herein granted :skall be void unle
'exeréised within ninety -(90') fdays “fron the .effective date herect.

. Ihi.. order 'shall become effective upon the .date hereot.
Dqtcd at San Franciseo, ‘Califor n..a, this 2L “< day of

T

‘August, L9445,

Lommissioners




