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SUPPLEMENTAL QPINION,

Draymen's Association of San Franciséo seeks a general
increase of not less than 15 pe& cent in the minimum rates estab-
lished in this proceeding for for-hire drayage in San FrénciSco.v

A public hearing was had at San Francisco on*Apfil 26,
1946, before Examiner Mulgrew. .
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| The Association has 53 earrier members.. Itzassertedly_
represents, with minor exceptions, all of the city's:éoﬁmon car-
rier draymen. A study of the operating results of‘4Q of its
members was subhitted., Nine of the 13 carrieré‘ndt‘included in
the study are so-called "owner-operators" providipg a limited
service., Each of these operators has not more than 2 equipment
units.. They were excluded from the study because usable cosp
figures for their operations were not obtainable. The remaining
4 carriers were excluded because their drayage operations were
relatively small, because their céstsrwere not segregated between

drayage and other operations, and because it was not feasible to

make such segregations.

Some of the carriers are also engaged in warchouse opera-
tions. TUnder ﬁheir accounting practices all warchouse revenues
and expenses aré separately stated. Thesé figures aré not 1nc1u§ed
in the study. The carriers also handle traffic not subject to
the minimum drayage rates. Revenues and expenses for such traffic
‘were said to have been included because the carriers had not.képt
records from which a segregation of costs could have been made and
because, even after detailed analysis, the costs could not have been
allocated except on an arbitrary basis.

| The study shows revenues, expenses, and operating ratios

for each of the 40 draymen; contrasts their operating results -
for the first six months of 1945 with those for the last six months
of that year; and discloses the operating results of the carriers

by groups based on the percentages of revenue de:ived"rrom‘traffic
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subject to the minimum rates. A summary of this showing follows:
: - Operating -

Group* Revenues Expenses# Net# Ratio: #

A (1) $1,109,743.49 $1,098,743.94 $10,999,55 99.01%
(2)  1,114,679.65 1,136,811.42 (22,13L.73) 101.95

(1) 961,346.41  926,166.54 179.8 96.34
(2) 893,961.47 $44,921.11 ()' 105.70

(1)‘ 2,071,089,9C 2,024,910,48 46,1 42 97.77 .
(2) 2,008,641.16 2,081,732.53 (73,0%2'3"1. 7)  103.64

(1)  1,958,424.19 1,852,833.03 105,591,16 94.61
(2) 1,717i285.50 1,822,69%.53 (12%4%1 3‘)3 107.3C

All (1)  4,029,514.09 ,877,743.51 1 0.58 96.23
c?r- (2)  3,725,926.66 %,922;42 .06 (ﬁl 1:4:IL§) 105.33
riers

* = Group A consists of the 26 carriers deriving 90% or ‘more
‘of their revenues from minimum rate traffic.
Group B consists of the 6 carriers deriving 75% to but
not including 90% of their revenues from minimum
: rate traffic. ' _
Group C consists of the 32 carriers making up Groups A and
B. ' o
Group D consists of the 8 carriers deriving less than 75%
of their revenues from minimum rate traffic.
# - Before provision for federal income taxes. - o
(1) ~ First 6 months of 1945. (2) = Last 6 months of 1945,

( ) = indicates loss.

It will be observed that in each group of cafriérs‘revenues
were sufficlent to meet expenses in the first six months and failed

to do s0 in the last six months. In the earlier period 14 of the

40 carriers sustained operating losses; in the later'?9 were in

that position. Of the 26 Group A carriers, 1l operated at a loss

in the first six months and 18 in the last six mohths. The record
shows that this group includes 4 carriers which handled traffic

under unusuelly favorable conditions. Three of them were‘said to.
have operated under rates higher than the minimum rates and the other'
assertedly enjoyed an abnormally heavy volume of government business:,

The record also shows that the group includes a carrier which did not

list 2ll expenses in 1ts books and for which there was no basis of
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arriving at a fair allocation of costs. The study @iscloses-sub-
stantial net earnings for each of these § carriers. Eliminating
them from the group, only 3 of the 21 remainihg-carriers»earned fhgir‘
operating expenses during the last six months of 1945. ‘Fdf this
period the operating ratio indicated by the study for these 21 car-‘,
riers is 104.26. The corresponding ratio for all 40 carriers, as
has been shown in the foregoing tabulation, is 105.33.

Changed conditicns experienced since the.first of the
present year, including those attributable to Decision No. 38651 of
January 29, 1946, which made various adjustments in the minimum rate

structure, remain to be evaluated. The rate changes became effective

on February 8. Commodity rates were not disturbed. Both inéreases

and Teductions were made 1n other rates. The over-all effect, how-
ever, was to establish higher rates. The Commission ﬁtated'that $1 per
éay‘wage'increase for drivers and helpers which had tﬁen'beé#‘agreed‘
upon but was awaiting ratification would'evidentiy raise costs in én
amount élmost three times as great as the amount of the eétimated
additional revenues from the increased rates, and that the rate in-
ereases would apparently do no more than afford a limited measure of
temporary relief. The wage agreement just referred to has been rati-
fied. The higher wage scale was made retroactive to August'lB,l1945..
Operatiﬁg results for February 1946‘for-17 of the 4Q.car-
riers and reflecting revenues from the increased rates which became
effective early in that month were submitted. These figures were
represented as being the latest which could be prepared in time for
the hearing. Thirteen of these 17 carriers sustained opéfat;ng 165393

in the last half of 1945. Seven of them still operated at a loss in
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February 1946, notwithstanding the higher rates established en
Februcry 8e, A comparison of operating results for the last 6 months
of 1945 and February 1946 follows: C o i

Operating
Group * Revenues ZExpenses# = Net# Ratio #

A $312,730.18 $321,045.04. (FBATEE 102.66
(2) 348:5%8.07 349;597.59' 1.( 102.18

(1) 829,620, 882,695+09 106 440
(2) 12231‘,413 .;g 133:822 .43 ‘ 108447

(1) 1,142,350453 1,203,740.13 3F0B0) 105.37
2) 17 3ne8s PRI - 128

(1) 822,849.35  911,492.33 ' 110,77
@) 17,8003 1553058 T8

ALL car-(1) 1,965,199.88 2,115,232.46 (150,00.38)  107.63-
riers (2) ,223:723.24 ’33 ;8’.:1312.77 ), 102.7%.

* -~ Group A consists of 6 carriers deriving 90% or more
of their revenues from minimum rate traffice.
‘Group B consists of 5 carriers deriving 75% to.-but not
including 907 of their revenues from minimum
rate traffic.. a
Group C Xonsésgs of the 11 carriers making up Groups
an ., : : ‘
Group D consists of the 6 carriers deriving less than
| Z5§fo§ their revenues from minimum rate .
raffice.. . :

# = Before provision for federal income taxes..
(1) = Last 6 months of 1945.
(2) = February 1946,.
()~ Inddlcates loss..

Applicd to the February 1946 revenues of the 17 carricrs,.
1ncr6ases of 15,.12% and 10 per cent in the provailing rates;would
produce the followlng operating ratios. o
15 Per Cont 12% Per Cent 10 Per Cont

In: .
D) %25 ‘ )
89434 92,94 91e33 94435 93441 95496

(1) = Before provision for federal income taxes..
(2) =~ .After provision for foderal income taxese.. -

a5
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As stated at the outset of this opinion, the carriers
propose a general Increase of not less'thah 15 per cent in the
present rates.- The single-exception to this increase is the monthly
rates which were ralsed substantially in the February 1946 rate
adjustment. It is requested that these rates be not further in-
ercased because of the foree of competition in this elass of service
with truck rental conéerns and with proprietary operations.. The
carriers also' propose to establish increases corrcSponding‘to such:
;ncreases as may be guthorized in the minimum rates for traffic not
subject 59 those rates. | | ,

1Prior to the Fcbfuary 1946 rate adJustment,, the general
nindmuam raﬁc level had remained unchanged since July 1937.. In 1937
ﬁuges of dr;vers and helpers were ralsed $1 per man per:daya. At
that time it was urged that this and other higher cost factors re-
quired that the carricrs! rates be inereased.. After public hearing.

and based on the record thcn made, the minimum rates theretofore

ip effcet were increased 10 per conte.. Subsequent wage adjustments

have made further increascs of $2 per day for drivers and.$2;50.for

helpers.. The drivers! scale, based on the size of the cquipment
Operatod,:rangcd from $6.50 to $9 per day after the 1937‘Wage ine
ereasc and thus now ranges from $8.50 to $11. Helpers! wages have
increcased from $6,50 to $9. On 2 percentage basls,. ;hése_increqses
range from 22’to 38 por cente The wages oftheseemployces'aloﬁe
now account for approximatcly 58 per cent of tbtal‘Oporating costs
exclusive of federal income taxes. |

Witnesses fér the Assoclation teostified that the wages
and salarics of other employees had also been increased,‘that\yhé
carriers had éxperienced higher costs for ejuipment apd supplies,

and that they were faced with Inercased costs for replacements for

<6~
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worn-out vehicles. They also testified thot theyvforesaw no pros=-
pect of traffic volume being restored to the wartimé.1evel.prevailiﬁg‘
in the first half of 1945; that the trend towards higher costs had
not yet been arrested; and that the February 1946 increase, while
helpful, was by no means an adequate remedy forﬁtheirvfinancial
predicament. | |

The Office of Price Administration and various interested
shippers represented at the hearing neither supported nor opposed
approval of the proposed increase. They limited their participation
in the procceding to examination of the Association's witnesses.

It is apparent that on an over~all basis the eﬁisting
rates are too low to meet the costs now incurred 1n.providing SeT=
vice. It is reasonably &lear, moreover, that the revenue defi-
cicncies of the carriers engaged chiofly'in handiing-traffic subject
to tho minimum rates are approximately the seme as the deficioncles
of those carricrs which handlc lesser proportions of that traffic,
Under the conditions discloscd by the record, it is evidont that
higher rates are necessary to offset ingroased expehses‘exporienged
since the rate level was adjusted in 1937, The sought inercase §f :
15 per cent or more in the existing rates, oxcept the monthly rates,
has not, however, been fully justificd.

Commodlty ratos are still on the 1937 level. They were
not included in the Fobruary 1946 rate adjustment because the Associ-
ation had not completed its study of the traffic handied-therbundér
and because it urged that action be withhold pending‘compietion“of
the study. It now urges that, although the study is still not

finishod, Incrcases In commodity rates, as well as in other rates,

exe nocessary to net g JAGHOT Costs Of TTOVIALLY Sorviee, Ratés

e
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other than commodity rates were covered by recent studies‘and were
adjusted, generally to higher levels, in February bf this year.
These rates will, therefore, not now be increased to the same extent
as the commodity rates..

Under all of the conditions diéclosed by the recorqa, it
appears that a sufficient operating margin would be provided for,
and rate relatiohéhips of long standing substantially reinstated,
by raising commodity rates 15 per cent and by restricting the other
rates to 10 per cent increases, These adjustnents will be pree.
scribed.

There is no indicztion on the rocord that contract carrier
drayagotoperations are being conducted in San Franciscbq Hovrover,
to avoid the possibllity of establishing contract carricr rates
which would conflict wilth federal statutory requirements and regula=
tlons of tae Office of Price Administration'proﬁulgated’thoroﬁndcr;
the order horein will provide that the rafes,cstablishéd for such
carriers shall not excced the maximum rates they are permitted to
observe under federal price control rcgulations.‘

Upon consideration of all the'facts of record, we are
of thc oplnion and find that the ircroasod rates and chargos pro-
vided for In Appendix "A" hereto have been justified, that to
this extent the proposed increascs should be adopted, and that in
all other respects the proposed adjustments in rates and charges
have not been Justified and should, thercforc, be denicd, |




Based on the evidence of record and on the conclusions
and findings set forth in the preceding opinion!

IT IS HEREBY ORDERED that Eﬁchibit "A" of Decision No. 28632
of March 16, 1936, as amehded, in this proceeding, be and it is
hereby further aménded to the extent shown in Appendix "A" attached
hereto and by this reference made a part hereofs

IT IS HEREBY FURTHER ORDTRED that contract carriers required
by federal statutes and duly established regulations issued there-
under to observe maximum rates lower than those established as
ninima in this proceeding may deviate from the minimum rates
prescribed herein'to the extent necessary for compliance with such
maximum rate regquirements. | |

IT IS HEREBY FURTHER ORDERED that, except to the extent
provided for in the preceding ordering paragraphs,’the'pepition
of Draymen's Association of San Francisco, filed April 13, 1946, be
and it is hereby denied. |

In all other respects Decision No, 28632, as amended,
shall remain in full force and effect. |

This order shall beccme effective ten (10) days from the |
date hereof. | |

Dated at San Francisco, California, this __ézlijz:g;; of
May, 19464

- K i
3
L4

" Commissione




APPENDIX "a" T0 DECISION NO+ 988
OF ¥AY 2.} , 1946, IN CASE 13N . -;4%3_4

X, Commodity rates, including minimum charges applicable
thereto, set forth in Exhidbit "A" of Decision No. 28632 of Mareh 16,
1936, Appendix "A" of Decision No. 29928 of July 7 1937, and
Appendix "A" of Decision No. 34838 of January 25, 1944, and as
amended, shall be increased fifteen (15) per cent, subject to
paragraphs 3 and 4 hereof. (For the purpose of applying the .
provisions of this Appendix, hourly and monthly rates shall not be
cénsidered as being commodity rates.) |

A 2. All rates and charges not covered by paragraph 1

hereof except monthly rates and charges named in Item No. 130(£)
of Exhibit "A" of Decision No. 28632 as amended, shall be increased
ten (10) per cent, subject to paragraphs 3 and 4 hereof.

3¢ Bates specifically set forth in Exhibit "A" of
Decision No. 28632, as amended, shall be increased under the

provisions of this Appendix before computing rates which are based

‘on multiples or percentages of rates or ratings.
4. (a) “When the rates or charges before applying the
increase are 5 coents or less:

"Fractions of less than 1/8 or .125 of a cent shall
‘be omitted;

Fractions of '1/8 or .129 of a cent ox greater but less
than 3/8 or ?75 of a cent shall be stated as
1/4 or .25 of a cent;

Fractions of 3/8 or 375 of a cent or greater but less
than 5/8 or .625 of a cent shall be stated as
1/2 or «50 of a cent;

Fractions of 5/8 or .625 of a cert or greater but less
than 7/8 or .875 of a cent shall be stated as
3/4 or 75 of a cent;.

Fractions of 7/8 or .875 of a cent or greater shall be
increased to the next whole cent.




(b) When the rates or charges before applying the in~

. N

crease are 10 cents or less but greater than 5 cents:

Fractions of less than 1/4 or .25 of a cent shall
be omitted; : -

Fractions of 1/4 or .25 of a cent or greater bdbut
less than 3/4 or .75 of a cent, shall be
stated as 1/2 or .50 of a cent;

Fractions of 3/4 or .75 of a cent.or greater,
shall be increased to the next whole cent.

(¢) When the rates or chargés before applying the

increase are greater than 10 cents:

Fractions of less than 1/2 or .50 of a cent shall
be omitted;.

Fractions of 1/2 or .30 of a cent or greater shall
be increased to the next whole cent.

-

End of Appendix”




