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BEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFCRNIA

In the Matter of the Applicati )
of PREZSIDENT TANK LINES, I\C., )
for relief under Section Eleven of ) ' .

the Highway Carriers! Act and for ) Application No., 27712

authority to charge less than mini-)

mum rates for the' transportation of)

gasolirne within the State of Cali- )

fornia. ).

Appearances

George V. Helms, President, and Bertin 4. Weyl, counsel
for applicant-

Berol & Handler, by Edward M, Berol, for Tank Truck
Operators Association, protestant;

Don H Moore, for Asbury Iransportation Company, protes-
tant;

ulOYd R.-Guerra, for Cantlay & Tanzola, Inc., proveetant-

;homas W. Xayo, for Pacific Tank Lines, protestant;

F. 7. Willey, for Pacific Eleciric Railway Company, as

- 4ts interests may appear-

A, B. Amos and J. D, Rearden, for Union 0il Company of

Cal*fo‘qia, 2s 1te interests may appear.

0 ? I NION

By this application President Tank Lines, Inc., a radial

highway common, highway contract, and city carrier, seeks authority
to charge less than the establiched minimum rate for certain %rans#
portation of gasoline in bu;k in tank=-truck equipment.

Public hearing was had before Examirer Bryant at Los
Angeles on August 5, 1946, when the matter was submitted for deci-
sion.

Evidence in support of the application was introduced
through the testimony of applicant’s president. The applicgtion
was opposed by the Tank Truck Operators Association and by three of
its member cafriers, specifically. ?Protestants introduced evidence
through the testimony of officers of Cantlay & Tanzolza, Inc. and

Asbury Transportation Compa, ¥, two tank-truck motor carriers.
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The service lavolved 4n this proceeding is the transpor-
totion of gasoline 4n dbulk in tank-truck equipment from 2 refinery
ol The Texas Company, located 4in the Wilmington District of the City
of Los Angeles, %o -a point of destination located within the City of
‘El Centro. The coastructive distance; figured from.the basing point
of Compfon,'is 225.9 mLles. The rate fixed by this Commission in '
1936 as the just, reasonadble -and non-discriminatory mirimum rate for
such transportation was 29 cents per‘lOO'pouhdsv(DecisionrNo. 25267,
40 C.R.C. No. 221). The present minimum rate s 28 cents per 100
pounids, the reduction having been made in December, ‘1937, to .permit

‘highway carriers to meet.a combination of rail rates applicabdle -via

.San Diego and the Republic of Meﬁico (Decision ‘No. 30358, November

22, 1937, ‘unreported).

The rate .now.proposed by applicant -is 25 cents per 100
pounds. .Applicant's president testified that his company had trans-
ported gasoline between the .points in question for The Texas Company
for many years at the 28-cent-rate; that this transportation represen-
 ted'about 37 per cent of his company's'grossyincome; and that on
T a2bout Jul&.l$,‘l946, the movenent-had'ter#inated. He was in-
‘formed at that time by representatives of ‘the shipper that the move-
nent had been diverted to a combination barge~truck route result-
4Ang in-a.lower transportation chavrge, and would not -de returned to
his 'line because of ‘the difference in cost. The 25-cent rate herein
sought‘LS'proposed'for'the.purpose of ‘meeting the competitive con~
dition. The witness declared that a represent tive'of“The.Tekﬁs
Company had -assured.him that he could regain-the business at the 25-
cent.rate. EHe cdeclined to ideantify the reprcsehtative.'

The competitive barge line which necessitates the propos~
‘ed reduction, according to applicantfs‘infornation and -belief, 'is
»Star & Crescent Boat Company, a suosidiary orsaffiliate-of Star &

Crescent 0Ll Company. according to the testimony of applicant’s
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president, the bulk gasoline is now being transported by barge,
under contrace, from Los Angéles Harbor %o San Diego, at the rate
of $,0035 per gallon. EHe said that this rate apﬁroximates 5 cents
per 100 pounds. The combination of t;is'rate with a rate of 20
cents per 100 pounds established by this Comzission as zinimum for_
truck transportation from San Diego to El1 Centro produces the
tarough transportation charge of approximately 25 cents which ap-
plicant seeks to meet. He was not familiar with the conditions under
which the transfer f;om barge to truck was effected at San Diego,
and did not know whether or not The Texas Company incurred any ad-
ditional expense at that point. |

| The witness explained that, according to his information,
the barge line is not subdbject to Jurisdiction of this Commission.
He pointed out that his company Is entitled to meet the rates of
common ¢carriers by land as a matier of right,l but is precluded
from meeting the contract barge competition unless first authoriz-
ed by the Commission to do sd. | |

Applicant™s president was of the cpinion that at the 25-

cent rate his company would earn the cost ¢of the service. and some
profit. EHe had not made a study of the cost of this particular
novement, but said that the E1 Centro haul was generally consider-
ed by tank=truck operators to be a relatively desirable one. He
declared that hils conpany's average cost per truck-and-trailer

nile was about 22 ceats; that the round-trip distance froz the re=-

finery to El Centro and return was 450 or 460 miles; and that his

truck-and-trailer units carried. an average load of.about 50,000

pounds, returning empty. On these bases applicant's'cost per 100

L Seetion 10 of the Highway Carricrs' Act provides that minimum
ates established by the Commission for transportation services by
highway carriers shall not exceed the curreni rates of common car-
riers by land subject to the provisions of the Pudlic Utilities Act
for the transportation of the same kind of property between the sanme
points..
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pounas would range from *9 8 cents to 2C. 2 cent,. howevc‘, these
cost estimates were exc-uqive oL Tover head" expe“ses wh;ch she
witness mas not prepared to upprorimate, _nd did no* g*ve recogni-
| tien to *ecﬂnt increnses in drivers! w“ges d in the D“iC” o, moto*'
fuel.

Protestant ts declared .ha; they were not concerned wvith
the particular tral ce?;ng to reccver, bu*
were opsosed to the gr“nting of tnis aprliﬂation bec~""c of the
effect which a rate reduction miwuv eve upon their rate gtructu*e
as .2 whole. They argued that "ub*t:. tial anreaseq in operating
costs had occurred since thn min zuz ratee were os ablished, =nd
that as 2 result the rates os 2 wnole were now in ufficicu .They
stated that the.tank-truck opers to*~ were “bout uO seek nccessarj
increases'in-the.m;nimum,rates through appropriate proceed;ngd b@-
fore the Commission,. and that apb;ic;nt's a0ve toward reducing
rates migat have 2 harmful‘effect upon ihei. ean sc. '

‘Testilying.on prozespants’ béhalf, tne gencral traffic
. manager. of Cantlﬂy & ;,nzol_, Inc. assc*teé tas t in the t“unupo"--
tation of bulk pet*oleum p*ocuctf during the year 1945 his compgnj
~equr1enced‘an,aveﬁhga ’u cost per t nd-ur" lﬁr mﬁle of
. 28,04 cents,. of wnich. .0 P65 ceats reprecen ed °amiﬁisurﬂtive and
general.expenses. He, co“ceded vhﬁt &b xnew noth_ng dirccvly about
" the cost.experience_o.;Preg_d nt Tank Lineo, Inc., but cited ex-
ramples. of simila s in he‘twq oper: t101 . He dmc ared ~1 o
“that recent advonces in wage rates and i” *uel nricec would in

crease the cost per mile by abqut 84 aents, —kiﬁg 2 rcvised full

4

cost. of 28.88 cents per,mile. On/tn fasi of 50, OOO nounca nc*

lond, and & round-trip di tancr o,~450 lcg bc:weeﬁ ?i mington

.and' EL Centro, the cost of 28 88 conts per ui j e conTerted

to 2 cost of'25,99:gents_pq 100 vounds.

'a;;hc,gen@rzlhtrqffic manager of Asbury Transportaticn Com-
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pany testified that his company had, wntil recently, participated
in the transportation of gasoline for The Texas Company from its
Wilmingtor refinery to El Centro at a rate of 28 centﬁ per 100
pounds. THe said that the movement nad been diverted to the com-
bination of barge and truck haul, except for premiuﬁ gasoline
which was still moving at the 28-cent rate. This witness declared
that his company had no intention of seeking authority to reduce
its rate to 25 cents, for the reasons that such rate would (a) |
be below the average operating cost, and would (b) de diserimina-
tory against other petroleum shippers for which his compan& was
transporting gasoline from the Los Angeles harbo: area to El

Centro at 28'cents per 100 pounds. He named six refiners, in ad-

dition to The Texas Company, which he knew to be shipping gasoline

by motor truck between the same points, and said thét there wore
several others also. |

Applicant argued that it should be "protected" in the
right to meet a form of direct competition whiclk had deprived it
of a substantial,share of 1ts total business; that this proceed-
ing should concetn only applicant and The Texas‘Company,;since the
carrier'waﬁ 10t seeking new business but was .endeavoring only 1o
recover traffic which 1t had enjoyed for many years; that any
question whether applicant would de able to recapture the tbnnage
- from the barge-truck route if the proposed rates were authorized
was of no importance to the protestant truck carriers inasmuch
2s they would not transport it in either casea,2

The zuthority recuested in this proceeding 1s sought
under Section 11 of the Highway -Carriers' Ackh, waich provides that
the Commission may zuthorize a highway cairier to perform 2 trans-

portation service 2t less than the established minimum rates “"upon

2

None_ of the witnesses.had'solicited The Texes Company for the
truck haul from San Diego to Z1 Centro.
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finding that the proposed rate is reasonable.”" A principal measure
of the reasonableness of a minizum rate is the cost of performing
.the service. The present record contains no information concern-
ing the'specific cost of perforaing the particular transportation
service herein Involved. Moreover, althougn the inadeQuate cost
information does not perzit a definite determination, such informa-
tion as Is at hand indicates that the sought rate may bde below the
present ¢ost oflperforming the service. On a statewlde record
developed in 1936 the Commission found the reasonable minimum truck
rate for a distance such as the one here involved, based upon
average conditiéns, to be 29 ceats per 100 pounds (Decision Nb-
29267, supra). Based upon the experience of Cantiay & Tanzola
Inc., a substantial truck operator, it appears that the average
current cost for the distance would exceed the proposed rate of 25
cents per 100 pounds. Applicant's own estimated cost of about 20
cents per 100 pounds was dased upon more or less "rule of thumbd”
average figures and did not include "overhead" expenses or rocent
increases in wages and in fuecl prices.

| Quite aside frox the question of applicant's cost of
rendering the service it might be fairly guestioned whether the
sought rate of 29 cents per 100 pounds may'not be elther too high
or too low for the purposes intended. In the first place, the.
barge rate of S.OOBS'per gallon, if converted upon the prescrided
basis of 6.6 pounds pef gallon, represents 2 rate of 5.3 cents per
100 pounds rather then the 5 cents used by applicant as a round
figure. In the sceond place, there 1s no‘ihfo:matioh whether, or
to whet extent, The Texas Coapany may iacur expenses.at San Diego
for wharfage, for pumping the gasoline from the barge, for use of
storage tanks, or for pumping from storage tanks Iinto the tTrucks.

Any such additional costs would further raise the level of o

rate nécessary to cquelize the barge-truck competition.
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Oz the other hand, 1t has not been definitely shown that
the traffic would be restored to applicant's line if the sought
rate were auchorized. Applicant's president testified that he
had some definite assurance that the ténnage could be had at the
25~-cent rate but cozmented also "what assurance does anyone-have?"
The Texas Company received notice of the hearing in this appli-
cation but no representative of that company entered an appear-
ance or participated in the proceeding or otherwise indicated
to the Commission an interest in applicantfs rate proposal. Fure
thermore, even though applicant were authorized to charge the 25-
cent rate and succeeded in regaining the traffic, there is no as-

surance that the unregulated darge line might not at any time make

whatever reduction in 1ts contract charges might be necessary to re-

capture 1it.

In a proceeding such as this one, where the question to
be deternined is whether or not a proposed reduced rate is reason-
adble, the Commission may not wholly ignore the possible effect'
of such rate upon an established rate structure. If President.
Tank Lines were authorized to transport gasoline for The Texas
Company fron thk Los Angeles hafbor area to El Centro at a recduced
rate of 25 cents per 100 pounds, the several other refiners of
setroleun produéts might be_expectéd, in the protection of their
self-interest, t0 exert strong p#essure upon the carriers trans-
porting their products between the same points to aécord theh the
same rate. Whether such reductions, if brought about, would necessi-
tate further rate adjustments froa other origins or to other des-
tinations may not be séfely predicted, dut 1t would not be unrea-
sonable to anticipate that the final effect upon the estadlished
rate structure might be considerable. The Interstate Commerce
Commission in considering proposed rate adjustments has held that
"To upset or seriously t0 menace a general structure lawfully es-

tablished suffices to make proposed rates calculated to effect
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such a disruption unreasonaSle and unlawful." (Zrun-Line and

Ex-Lake Iron Ore Rates, 69, TF:C-Cy 589, 61l.)
' Upon careful consideration of all of the facts and cirs

cumstances of record the Commission 1s of the opinion and finds

as a fact that the proposed reducéd’réte sought by the applicant

in this proceeding has not deen showz to be reasonable within the
neaning of Section 11 of the Highway Cariiers" Acts The appli+
cation will therefore be denied.

Based upon the evidence of record and upon the conclu-
sions and findings set forth in the preceding opinion,

IT IS KFREBY O0RDIRED that the above entitled applica-
tion be and 1t is hereby denied.‘ |

The effective date of this order shall be twenty (20)
days from the date hereof.

Dated at 3an Francisco, Czliforania, this ;gjfﬁ;ﬁay of

September, 1946.

2T D epiaa

Commiss .‘IIO}'J-CI' s -




