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BZFORE TEE ?AILROAD CO"MISSION oF THE STATD OF ChL ORNIA -

Decision No.. 32433 ‘

Ir the Matter of the :nvestigation by the )
Cormission upon itc ownm motion into the )
rates, rules, rbg"ﬂtxong charges, allow- )
ances, and practices of. al1 conmon carriers, ),
as detined in the Public Usilitics Act of J
he State o* California, highway carriers, )
as defimed in Chaptor 223, Statutes of 1935, )
of the State of Ca ;;forn;n as ane“ded, and )
city carriers, as defined in Chepter 312, )
" Statutes of 19%), of the State of C,liforuha, )
uS amended, relating to thae transvortation of )
property for aire within the State of California.)

' Case No. 4808

Anpesrances’

Tallace X. Dovmew and Arlo D. Pos, for petitioners,

C 2. J. Bischoff . 3. oluiccr, 2dward li. Bevel, L. W. Rusue]l
Fe e va;on, . R Guerra, Geo. 1a Harst, s J. gjrAnd Jc.,
John i. J. S uyon >, orank B. Scot t, BEslale! P.-Carroll,

FiwiTat, for various car Tiers

Myron D. Alexggﬁef-v r thc frfec of Pricc &% miniq ation.

F. P. Konsinger, Eurene L. Recd, Emuel J. FTorman, L. M. Wriqht,'
Je 3. Costello, James L. Roney, Coo*v~ S. Deach, L. H. Molters,
Vinlter L. Rohde, &. H. Valcntino, e G. O'3arr, John F. Kiriman,.
L. . MeCue, L. M. Parietts, 3. F. Bolling, L. 3. Harmon, 2. F. F-%
MacDonald, he T. Eseh, *. Q. Narey, 2. 7. Hunt, nnro1a E. Smitn,
F. He Pon*“s, Re To Morlewv, Paul C. delin, John a. Gripes,

o e Kerricon, L. ise BOT ,. e e LTTUTO, e Ge Stong, James E.
Harris, L. J. ﬁﬂﬂrdcn Be oe Maher and Aorry L. Gunnfgon ror

v~r¢?us salppers, sh;pncr orsanizat;ong hnd other inuorestcd
parties. ' :

(The bovh aro appearances in the instant nrocoodlng.- ~6§‘
addition Ll appearances, see previous accisionb in th;s ease.)
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Case No. 4808 i~  goneral _“vcstigation procoe&iﬁg'dﬁb}ac~7
ng rates, rules and’ rcguluuions for the tran°6o*ta+ion of all
¢clasces bf property by for-hirc carriora ootmocn pointo in thi"‘

statg. This opinlon is ccncurncd with the pctitio* of Pu”

’




Freigat Lines and'Pacific Freight Lines Expre ss‘soekihg‘increéees ih
nininum enarges and iﬁ statc-widc minimum rates; uboll*ion of uplit
uickuo and delivery rulou or increases in the rates and charges for
these °ervicea, and cancellation of tqc °o-cal“e& "liberal;zcd
cking™ rule, and with uhc petition. of the Motor Trucr n¢soC¢at¢on
~of South sern California sookxnr increases in stave~wid0'minimum'ratea‘
in all wexght bTQCKQto-l Zvidence relating 1o thcse potition ﬁés‘r
received at rudblic ncar‘ngs held in Los Angcle° be”owe nyamine*‘
| Go*man on'Auguet A 7 and. &, 1946 and oral argument)was_hadybcfofe.
the Commiusion en-pane on huguut 26, 1946 Thc‘mattersfaféufcédft-
Tor dccision. | | o R
In an eariiér deelision iﬁ thierorbéeedﬁnr Deéieiéh
39004, effective June 10, 1946, the Comm¢ssicn n*cscribcd an
increase of approximately 12 per cent in the riniﬂum rstca thcn in
ffeet. 4 stated purpose of on¢ pet tioncr herein, t“erhotqr.Trucﬁ'
Lssociation of Southern California, was to introduce evidence shbwihgl
in reases in operating costs of motor carriers since January L, 1946;
whicn inereases the nS’OClatiOn velioved were n0% 'onSideféd B& the
Comnission x“ arriving at 1its Dec"eion Yo. 9004 and fo urgc furthc.

Increascs in the m;nlmum rutcu to compensate for "uch ;ncreasod coutu.

A consulting engineer, called as witness by the A,sociation, L

testified at length concoraing wage increases that thé motor-trudk |
industry in southern Cﬁiifornié has had to meet from Januar" 1 th rougn
August 1, 1946. Accordinr to exnib its he .nuroduccd ‘wa gc inc*c ucs"
ubdaef ect;vc darﬁng thio pcr‘od raqgo Prom 10.42 pcr cent to 17 65
ner ccn* for drivers and frrxgqt handlors ;3 I rom AE 68 per ccut to
21.51 per cent for service station employees; and from‘ll.éz‘per

cent .%o 14.89 per cent for mechanics. Basing calculqtions;u@on the

-

Winere reference is made to minimuz rates, rulcs and “ogulationo
“crﬂin, it 4is to be understood that sueh minimum rates, rules.-and.
”"ation° are those which were cgtablisncd pursuant to tni, Com=
sion's Deeision No. 31606, as ““od, in Case No. 4245, as set

h in Highway Carricrs! Tarifs Yo. 2.
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operating oxncricncco for the. f;rot 5 monthg of 1945 of'33’A§§oc1a-
t¢on mem bers, which he considored to be reprosenthtive carrioro,
hc computed that an inerease of 3.96 per cont in reveaue would be‘
rceuired to compensate for the loweé:‘ratc'of'wggo inéreésg'ef:écted_
in;1946 for drivers and freiv“u handlers.  His cmiculatiohs allbwed‘
for increased revenues reoult;n\ from the 12 per cent increase in |
ninimum rates, reccntlyipreécribed, out.made no proviéions fOr ~
premium payments for ovéftimo, iacreased vacation allowance,,
increased wages and salaries for.supcrv; ors and clerich hel p, and
inereased fuecl costs; nor daid they nrovio- Tor ary ,argin of profit.
Moreoﬁer; ne testified that the carriers have maiuta;ncd iﬁadenuatc
deprecidtioi 4¢hedu2 ;“and aré now faced with the ccst3~of rehabili—-'
ng or *evlac;ng uch of their nrcuont ocuipme“ . Althougn ne
suatnd t at. his at’dicu had not becn extensive cnough to cnablo h;m
|
0 make & specific recomuendation as to thc volume of ra to incrca°e
nccdcd he c¢timutea th&u the carriers should have an immediate hori-
zontal inr*eaqe of 5‘ ¢ea v 7 pér cent in the minimum'rates tovorfA
set the incrcased opcrgtinf,co"t~ sinee January l 19465 hc recom=
merded . aluo an incrcasc ¢n minimun cna“gc,, *or ‘hie beld cved trat a
ninimum charge of less than $1.00 per °ninment was insu fficihnt to

cover the costo of the scrvices pcrformcc.

The witness for Pacific Freight Lines and Facific Froight

Lines Express, pdtiti§ners, nereinafter referrod 1o jointly ag
"Paciﬁié", introduéod and“cxnlaihod'ekhibit*.which\iﬁclﬁded'détailed
compari'ons of thc costs of veniele part s, supplges, lubor and rollinz
stoek to show that the costs of these various item have ri en sub-
stantial}y during 1946.as comparcd to costs of itema of the same.
character in l945’and in earlibr periods;" He tuufificd uh&t wacc
increases vhich have bédomn effective since the first‘pfvl946nhavem-5
weish od neavily uwpon mouor truck - carricrg. | | )
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Increased costs of new equipment have also been & héavy vuzden, one
aggravated by the fact that many wnits of the ca rrier*f fleétS”are_
virtually worn out and wili have to be replaced in the near future.‘
He said that depreciation reserves which in nqrmal year;.would nave
been.adeguate to covcr the cost of replacing old'equipment_now fa1l'
short of the sums nece ssary to purchase new trucLu, ractofs;aéhd'i
trdilers'at currert » nrices. The motor carriera; h their capital
impaired by loscses and-th eatened by & contirued porxod ol unfavor-
able onerauing cond*t* nz, are not in a oosition to autracu addi—
tZonal cani tal to £1ll the gap between thﬂir dcprcciation roucrves and
the costs of new eaquipment requ¢rea-for uheir future operauion;. A,
one remedy to thic situation, the witness urged that thccarbiefﬁgbe_l*

permitted to establish depreciation annuities based upon anticipated

costs of replacing old‘équipmént instead of‘u@on,the Qriginalfécstsf-

oS the equiphent replaccd.
Some other factors referred o by the witness that have'
added to the Pacific’s burden¢ in *ecent years are the neces ity
of mai ntaini.g a 1ar er L£leet of motor equipment becuusc ghipners
generally no longer receive thnmcnt“ on Sauurdqy the ] owcr grade
of freight transported because of se’ect*on of the higher gradet of
freight by con ract carrierg and by the omallcr common’ carricrs and
increased c¢lainm costs resultxnz f £Om increach value of merchandioe,
inferior ouality”of sninping materials ; caroless packinb by shl nerq,
and inefficient labor. | | - R
T“e imnact upon Pacm*zc ol %the inc*eagcd onerat¢ng costu
. ras bcen vcry heavy, the witness stated. According to ie‘exhibit
Pacific lost from operations $90,339 in 1944, a?9l 192 in. 1945, and
$156,074 for the fqut six mopthg.o* 1946, The;loaa pr cdicged for a
12~-months’ period'atrthe level of reveﬂues.and owben»ea rcvail;nb 3u

of August 5, 1946, was $328,650. These losses rave asaer‘tcdly lest
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Pzaeific in a eritical fimancial comdition. The witness declared that
S it ds faced with an cwcrgcncy need for an increase in annual rcvcnuev'

¢315-~u1 in order to‘cover operating deficitu,‘and tnat the ”

rcvecaues s"ovlu be increased $570,625 anmaally, if ? cific is to be

pcrmm ted to earn a reasonnble'pro ICe An exhibit ;ndicatgs that _
gross revenues should'bé increased’ 15 28 p per cent ’h‘¢:de:3t6frcalize
the 470 625 additio revonuc desired. R |

| :aci’ic’" wi ness held that 2 zoiizoﬁtal'ihdrda se in rate°
£ 15.28 per cent would not result in the reven UC,relxof nceded
however, and that .Hcific will not be Jblc to continue ooerat;onq i*
granted on ly a horizonpal ra e in c“caac.‘ {e scrted tha* the iﬂ—
creased operating[qosté‘ rarticularly Increased ;abor COutu, have
fallen more hea&ily on:shipmenusgin the lomer‘wci;h ‘

other shipments, for thc .roason that lebor costs%fqﬁ

small shipmentslcémprisc a greater rroportion of hé ,

tation costs than they o for transporting large Qninmcnt;.
beliecved th“t the minimum rave for the tranuno*thtion of ab;nmentg
in tno WOWer wc-ght brackets had been origindllj set unduly low, that
a zinimum charge of-less than $1.00 per sn*nmeng‘was-ao loqse: |
compcn¢ato*y, and that ‘the minimum‘“atc seale qhbuid now be adju"ted
to refleet curre nt costs by tnc addition of a Lraduatcd sea e o*'
surcharges in waich. the higher ourqhargcs wouldVbe“addc§'~o5rates

applicable to shipments in the lower wci,“t brackets.

)
[

The difference betweon $320,670 and $317,431 refrezents an
expected increase in rcvc“"ﬂ on interstate traffic..

An exh*b*t &ndiCduQ" that of ,he shipments Pacific transports -
49: 43% of the total number cnd 53.63 2f the total veiz ht arc shipments
£ less than 2,000 pounds n. L that 99.17% of the total swsber and
7? 5C% of the Total we ight c shipzents of less than 10,000 poundu.
t was -explained that the reason that Pacifice is orimariiy 2 carrier
r; small shipments i¥ that contract carric*" hau& large. shinaonu, und
o not dardlc 4mall ohipmc“ts.
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 In addition £0 pronosing surcharges to the p“cucnt min imum'

ateu, PaC¢fiC S w;vneus orcposcc the canccllavlon of provigiong in
Tiznvay Carriers' Tariff ho. 2 govc*ning 0plit shi pmnnt° (Itemg 160
qnd 170 serica) and canccll tion of the wo-callcd “libcralizod pack— |
ing rule" (Itenm 300 series,.. He hcld that cqa“gc" nrovidcg cor upli‘c?”
nipments were unreasonably low for the servi as ner rmcd ~and thav
cither the. provmaioq therefor should be canceled or'thevcnarges, ,
should be inereased £o return the coqt'of“vervicc ﬁlus‘a : ofit. Tho

liveralized packing rule, he'gh;d hag the -*fcét of reauC¢ng c*asui-'"

fication'ratings on many iteme and . undul/ cut nz cnrricr rcvenuea.,é

e dig hotﬁpre 5 his proaoual for r0V¢ai0Q of uhc split shiph¢n:
rules and stated’ he would not obJjeect to coﬂaiﬁcra*ion of thcuc rulcg
being deferred to a separate proceeding. Rcra*cinv the l;beraligcd
packing’rule, 1t was indicated <that ;ance*lation‘tneroof,woulg‘not
affeet Pacific's revonucs subst ntlally.

| Testimony of & wiﬁness for the'_“uck Owﬁcrs A sociat¢on of
Ca-_*or“ig4 and of six ir diﬁidual'carric** oyc"atinr Witnin °outncrn
Cél¢.orn¢a cor obo“ated eviaencc 1&troﬂuccd by rctit‘onnrs concor.ing
increased cos%t of labor, matcrials and *unplica, ruel, and, ccuipmcut.

- The witness f¢r the Truck thers Assoclation presen sed detu¢led“
figures o show the extent sinmece the fir st of 1946 ol incrc**ou in
rates of pay for labof' in costs-of.fucl, ané in‘cc*h.4n other,*actors
govefnins the cos tu of opcr tion of the carriers he renroﬁontud._ Heff
testified ¢ incr | ay for labor lonc will inerease
¢arriers' operating costs ;n.no**hcrn California by approxiﬂatcly

10 por ceﬁt and vill *ouult in an averape laoor cost of’about SO ner
cent of gro 3 ovcrataqf revenues. Thc L5 aocﬁation mombor~ wao tranE-

port many small shipments have becen more affected by the 1ncreases in

'The Trock Owners Asgocxation oL Cali*ornia Lis an assoc¢ation of .
Lypes of motor truck carriers operating in northern Calif orniaw;f

e
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055 th:n. ther ca:ric‘u.' hAecording to a cosfrstudy cob&uctod'ig'
San Francisco by the Association, a minimum chargc of sl.oo per
snin ent is inadcquate. The As-ocia ion watneao‘rcqucstéd an
immédiato‘horizontal interim increaserof'lo per cknt in;thc]minimum |

' streésed that the carriers arc confrontcd-&ith”such_an
eme?;cncy need £or incroasodirqvehucs that time dces'not,permit 1ne
cOﬁﬁiésio.' makins a dctalled investigation into the cost of trans-
portation before cstablishing inerenscd rates in‘this-inéfance..

The individual'carricr witnesses concurrcd that thc minimum -
rates should be-incrcased to compe nsate for recent i crcggea in
'operatihg’costs. Two‘favoréd a;horizontal inerease in‘fhe‘mibiﬁum '
raves and the estadlis ;“o.t of 2 minimum'chdrgcuof $lloo ner chipment.
However,'a witness representing two large common. car*icre zprOposcd.
that tae m*nimum ratec be increased by surcnarges applicab;c only to
shipments in the "any quancity” wei;htvbracket_and ;hipmonté of'B0,0QQ

pounds or more, and that the minimum charges be inereased 10 cents and

15 cents a shivmcnt, depending upon the sizo o"thc shipmert. . fe also "

propoch rcvi;;ons in the prcscnt ruies in 1ng~y Curr-e*s’ xari*f
No. 2 governingvsplit shipmcnts to limit the number of' in diviaual
pickﬁps or delivcrios ané 0 *Mcrcauc the scale of“charro- applxcublc
to such shipments. He urged that the Gcmmfssion cjvo rocoanxtion to
the present iuudequacy of donrcciation reIOrVOs *or cqu;vmcat and
authorize compensating: adJu menuu t".,cfor. | | B

Various ir, rs and orga ¢zat °'€es cd and. par*icinatcd
in “ne eross-cxamination o* petitioncrs 'qnd carrig“e' witncugcs; In .
general, thcy contcndod that the level of minlmum‘rate. hould not be_"

inereased without more con prenensive justificction shown for such

5 - : : ,
Southern California Treight Lines and
Southern California Freight Forwarders.
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M Case 4—808-}\}76

inereases than was developedt- They objocted to the cancollation
of the split-pickup and split-delivery‘provi ions and the 1iberalizedn‘,
nackmng rule in Highway Carrlers® Tari*f \o. 2, and maintained that
be*ore these rules are amended or canceled, they should be. mnde the g
subjec* of sepnra*e investigation by the Commlsoion. Onpos*tion, |
moreover, was cxpressed to the proposed ﬂcales of surcharges, for it E
was held that they would result in discriminator/ chargcs on ship-'
ments moving short distnnces and would disrupt prcsont markoting
practices. The snippers, nowcver, d1d not: protcst a minimum charge
of Sl 00 per shipment; one witness statcd he believed that lcsser
minimum charges were a source of many of uhe carrters' ill . Repres-
entatives of coment producers developed that the transportation of '
 cement 1n‘quantities of 38,000 pounds or more is perfprmed under 'd1f-
 ferent circumstances”than‘those which attené'transportstion;of‘com-A
zodities in genefdl; They requested that cons iderntien ef theirstes
. for the tran portation of cement in quantitics of 38,000 pounds or.

' more'be excluded from tnis'proceeding. Counsel fo* netitioner° 
consented to this rcquest ana S0 stipulated |

| During the instant nroceeding several reqﬁeSts for
special investigations by the Commission were made by the pa*ticipat-,
ing parties. Investigations were reguested into (a) the prcsent
state-wide costs of transportntion for the purpose of amcnding the e:
isting mxnimum_rate structure to conforn to present-operating.condi-
tions; (b) the oneratiods'of all‘common cnnriers to determine the ex- |
tent such carricrs a*e pe*fo*ming their full obligations to the pumii
(e) the reasonableness and lawfulness of rates_applicable‘to shimm;m
moving in full truckload or carload quantities; andy(d) the rules ane
ginimum charges governingVSplit-pickup and split-deliyery,shipments{

to determine what amendments should be made in“thexlight-of”currentf'




' Case 4808-A$ |

circunstances and ¢osts. The cement producers requested that vhe

rates for transporting cement be excluded from ﬂighway Carriors' Tar-v‘

1ff No. 2 ard a ceparate tafiff be established tnerefor. These var-
Llous proposals involve matters which are broad nd'fef-reaohing.',
Tney will be the matter of further invegt*gation. |

The record in- this proceeding is convincing that carrie
operating within‘California have been'subjecu.to.;urther increaees
in oporat*“g costs since oanuary 1, 1946. ?etifionersﬂ argﬁments
that the Comzission in its Decision No.' 39004, veferred to eariief_
herein, 4id not anticipate and could not have anticipaoed the extent
of the expense inercases from Januvary 1 through Auguse 1 1946 are.
not without force. The queation_is‘whether.a‘showing oﬁ.additional A
costs can, in this insﬁance, be-accepted as full"justificationefori
the increases in minimun rates sought. | )

Inereases in operating costs are significant ffom\e”rate"
'making standpoint in thelr effect ﬁoon net opevating rosulto” ‘fohov;f
ing that costs have rieed may carry the prosumption that rates shouldfd
be increased to yield compensating increases in revedues._.However;'
the extent o which suoh presuzption may be valid cannot be meaaurcd :

without reference to the net results of the operation The;evidence’

wubmdtted in this proceeding was related primarily &° showing-the perr".

centage and dollar increases in operating costs. No figures.disolos-
ing the net cperating results for the northern California carriers
were prov;ded Only Pacific submit*ed'detailed'figﬁroe }eiafive tO','

its revenues, exoenees, net ooerauing resul’cu and financial posit;on..

In general the oarriers rep:esented that the coat\inoreases to,whichp_"




Case 4808-53“.'

they testified had result ted in a condition of tinancial cmergeacy for .
those in their industry.6 The princital evidence in this respect |
wzs in the form of an exhidit submitted by the witness for the,Motqr'
Truck Assocliation of Scuthcrn California. This crhibit sets forth‘
various operatiag figures fcr 33 Association member car riers7whose
operations are primarily within the southern part of the taté.;'rhe
exhibit ndicated taat tno e carricrs, as a group, would earn iasuf-
ficieat revenues at current rates to pay iucreased expens s_and toi
provide a reasonavle margia o* srofit. owever, aovsatiefactory taSié
wags provided for accepting une eperating cypericace of thesc carriers |
as being representative-of the experience of other highwaJ carriers
engaged in transporting'general merchandise within the’étatc;"Ercept'
in one general respcct thc witness did not” attempt Lo deveIOp poiats
of similarity between thesc carriers and other carriers of general |
e*chandise. He testif ed that he had selected tncse carriers be-
cause ‘their traffic was principally that under ﬂighway Carriers' Tar-
iff No. 23 nevertheless he did not attempt to analyze the specific
nature of the tra ffic handled nor to relate the 1evel c the rates. B
these carriers currently assess: with the present minimum rates. His
exnibit did not Include details permitting analySi of the revenue and
‘expense'figures sho%n”therecn.‘ No other carrier witncsses attempted
£o0 show that this exnioit reprcsented a typical cross-section of ex- i
perience of mctor carriers under present ccadition noridid.they atf

tempt to present correspcndiag data.

z _ —— = ‘ - — |
Petitioners apparently proposed that an adjustment in the minimum
rates could be made upon a composite showing of common carriers-as
defined ‘{n the Public Utilities Act and of highway carriers as de-
fired in the Eighway Carriers' Act. Any adjustment in minirum rates.
That migh* be made would have to reflect. the lowest lawful rates ap-. .

plicable to any of the defined types or classes of car“icrs ( cc 32(d)
Public Ut ilities het) . _ .
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Petitioners' proposals, other than those relatod to in-

reases in minimum m rates, were eliminatioh or cu*tdilmeht of“spliﬁéj

iecxup and split~delivery rules, and cé cellaL ‘on of the *;bcr Lized
packing Lle, and adjustnents in dénreclﬂt¢on *eéecv»g.f Pac;iic,

the principal brononcnt of the rulc changey, dld not oregu the pro-
posels nor offer‘sub Qantmve co,t evidence in supvo thcreol.-
Neither was uch_evxdeace UrOVchd Dy other carr ox witno-s

~evidence or v gthOAj rerardiwr uhe sropos ed rulo cha ngos as. wwg uub—J
" mitted will not be dilscussed hore because chaqxcslof this kind can
only be m2de on a full record. | PcﬁitiondrS‘u"gcu thatidepreciatiqn
reserves should rcflcct recent 1d antLC;watod incre*bes in tha cdsts 
of new nqu;pmunt and other con¢tal 03 nenaitures--' No formnla Tor
accomplis%ing the results desired wac suprcstcd, nor.was itfs~own how"»
c"..wh ar formula could ‘b p*ac*ically appllod w?Chout penalty to rute
payers. Ncithorfwas a convincing showing mado that-such a&justment
would be propor.: . | ”

Aslhaﬂ been indicated in this pinion, the;miniﬂum'*aféf
level throughout the state was incroased approx¢matcly 12 ﬂor cent,
effectivo Junc 10, 19,6, locs than three months prior £0 the con—
clusion of hearings on August'26, 1946, in this rocccdinu. ;_It,,
seems lmprobablc thau uhn.pnor., and carricers hQVb had rull onportunity
to” evaluato tho offoet of the ;ncroasc and to. accompligh thc "
oultitudinous and intricute commereial adjustments that nocossarily
follow basic chonges in trw“uoorfation rates.  "Beeausc of'this‘facc;
the Commi sion i:c congtraluca to hBold that onl" a full maauurc of
affirmativo ovidence can fustify ¢ furthor imerecse in minxmum r2tCs .

g tnis_timc._ After full conyﬁaurat¢on of all mattoru involvud, it
mst - ve concludcd_t At the cvidenec of rocord iz in u“f;cicnt to |
justify any stat QW¢dc inercasc in tno presont m;nimum Tates or rulc“

herctolfore diccussed. 'Tho.pctitions will_bo dcnicd.il In-donying
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4he petitionms, the Commiusion is aware thet inere é okcy in onrqting-
costs may havo resulted in 2 condztion of rindnclal [5hed  gdncy-ror :
somc carricrs. Should common ca*rierc who are boun& by rates in
their publiched tariff« w;gh to file anplicat;onv Ao"l 3p0cCi i raté"'
35 in accordanc ' “Quh uroviuxo“a in the ﬂubWic Ut;]‘tlcolAct;
doration or uhbl“ applicetions will b giVuh_~sxexvecit;ousiy ,
to carricrs who are bound By oniy m;n;rum rateu,~'
is eppropriate to ovserve that suck carriery 8ro not pqohiqmtcd
regulations of th*é'Coﬁmiﬁsioh »OmL 855CS5ing j“_; g "chsf@oé‘
nigher than those pres crlbcd ags minimun. Thét Euch carmicrs ava¢l
*hémuelvcs o th¢u arivilcgu was cvideaco in n tial auarincv;
cthis prococd;ng.
e turn now to consider whetkor on the basic of tnm“'ﬁ
any rate increesc snould 00 authorized for aay Qpcc¢fic carrxc*. As
nercinbefore indicetod, only Dacific ”ubmi Tted ;1#&?08 in dOuO*l to,_
show the cxtont of inercased om:z:"“c:n...U costs angd uhblr cfzcctg upon
its net opcrau;np rosults, and figurcs related to 1S @oneral
 f¢na1c1al condl iOt. ~cord1n~ to Paciricrs bhalance uAbOt 1n ro-
duced 28 on oxuibit, its book not worth as of :rund 30, l9b6 wuo
Ql 593 970..  Sinco it appearg “hat Paciric lost ¢?9*,l92 ;n l9u5
xngd ha its rate of loss now ¢xeceds .Jls o0 pcr vbar, it mny bc
acsumed thet unless Pacific can cuﬁtall the losses it cannot ong
survive. “urtnormo“e,‘a i¢e from the [act uhdt &*"'capitaﬁimay soonﬂ
be‘di ssipated, its ab;lmvy to ronlacc Worn~out cquxbmen* w*ll detcr-
nine te¢ a large Lxtens. whethe* it caa contl e operwtionU\ n ;tg
ent '5¢016. It newfequ;pmont w11~ have to bo ootained tarough
the medium of credit fimanclnr Pacific'“ *ucce-- ;n obta;nzng such
Ti cxnr ney depond largaly on 1ts lelluy %0 opurate ot a p*o*mt.‘
| Pacificts witness asserted’ that oper ations arc Lcing con—

ducted cifficiontly ond with all cconomics possible.‘. Trom &n oxhivit

L-la-
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he int roduccd, it anpears *hat Péci ic's d;ff*cultmu are a product
of cost inmcrcascs which ore subfoect to a relatively HMPll dcbrcc ot
managerial control. £ these various increasos, nighor wase coqtg
preddminate.- This oxhibit indicetes that nayroll cost: havc in-'
croased from 58.9 por cent of total onﬁravixg rovalves in 1942 to
67.37 per cent of totgl ovcrﬂvinc rovenues in 1945. For the.lze
month period from Auzust S, 1946, it was cstimetod that payroll-coe*
would b 70.12'per cont of thc rcvenucs.7 Othcrﬂsuéb cout ;ncrca°ogg;
incluuo incrca,sd couvs of partu, Tucl and in sura 1CCe 'xrom thcgc
ate it appears thet xmnrovcnc t5 ;n,Pacific's npt_0pornt£ngﬂrbsults,
1f scrvices are contlnucd on troir nrd&cn* 52 .lc, st cpmcjprimarily?i
froﬁ an Incercace in revenuc ruthcr than from'a reduction iﬁ cprnsds.k
has beon indic Tod hcrcin, PqCL;'c's w;tn'ﬂs donéidcrod 
of M670 62; (oqu¢vulont 1o o porcurtaﬂc inérgcsc‘of :‘
15:28) in anaucl revenucs would bq neeessary te overeonc 1Q5$cs‘:nd‘l
,rcturn a Tair proifit.  His'I i@ur\s wcrc\prcdicaucc upoh géfiﬁatcs"
that 12 monthst oporeting. rcvcnucs 2t 1 nroveiling as of Aﬁgust
5, 1946, would e A 389 713 ‘end that ovcratm CXDPLNSLS for5tho
corrdl ding poriod Noula VC ik 718,363 m™he amount. of ruvcnuo
increasc the witacss dcymcd~ C338TY WAS tﬁat wnich wou‘a nroaucc an
ogcracing-:atio_of 93, rcsuiting iz o nct opera ting rcvy“uv of
£355,14k4. |

To show how ratos misht de jnercascd, P“c:fmc'o :itncss

7 Thesc percentose figurcs imelude goneral officers' salarics. The
witness testificd *nﬂ* TLhore Las been no inerodasc Sn thoe salarice or
in the number of goncral officers ver the past 5 yoars. :

3'-According\$o‘its witness, chout 5 per cent of Pacl¢¢c’° total
revenucs, -as set forth hercin, are dorived from -dntorstate business.
It is Pacific’'s Intontion to imercase Iits intorstnte rates in the
Same crount g dnercaccs arc.authorized for ite iatrastsote ratos.
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submifted an cxhib¢t in which were listed t“rcc uc'lgu of uurhhurgha-?f‘
According to calcu*ations‘aog forth in this cxb ib;t, ~.ny‘ ono of uhC
surcharg "c_lcu would produce the revenuc incrc ;do 1r I* wag

s had oo doveloped arter conuidcratxon of
Pac'*xc’s oneraulnr oxpcrionce" and of cugi“corlnr utudmuﬂ maue
several years ag0 mnto:the cost Q: uransportau‘,*.l ‘The. witnoss di&"
noé aﬁtempt to-justlfv the reaéonablcness of tha ~u¢char%u GRCCPT

by *efercnce o) zno;cauc in.costs; na thcula ly those nertdining to

tho tranunortut¢on of ciall shinments. Varxovg wmppers' wztne *e
opposéd the’aadition of uny of the proposcd uurchr*r e ucaloﬂ o tho
resent rate s*ructures} -‘Thcy neld that zuch surcha:ge would ais=
ent warkeving crvcticos and wou:d”be dis c:imln_u *y.‘ ‘In~’
atter rcupoct it wes polnted out td&t the 26di t‘oﬁ of tho pro-‘ ;
posed surchargos to p*ugc.t ro VC° would produco much hiuncr'gcrccntagd“
inercasoes in transportation costs Tor ah¢ppc S mho cus tomurily uhin
- over sﬁort disterices than Tfor thosc who snip over lonc d¢atance,.
Tho ceatenvions of’?#cific*; witncess thet incrcku €Q3sis
of transportation have follen more hécvily,cn cmell shipﬂcntsythdn ’
on larse éhipmcnts arc porsuasive. : Noverth elogv, thérrcédrd‘islnof
sufficiéntly édcqﬁétc to permit a rote adjustnont in t“" form‘df'sﬁ?é

cherges suggestod. It 2008 20% co tain Huff;c;cnt cost date  ﬁoa‘

—
7 ®roposcd suzeharse 5e2les in ceats per 100 pounds to be addcd 1o
the rates for shipaents of the wbight ¢ud¢cutoa.

NOLERG oL saipment|
(T mounds :

-

|

_J' ¢ver 1C55 thon
i 0 2,000
l
P
|
{

]

2,000 1, 0C0
4,000 - 10,000
10,000 R0, OOO

W\ O O

|
20,000, o

In addition %o tho abovc;'thq Tollowing cnurscﬂ vrould ““blj’ Munlmum
ch_rae shipments: Scalc A, mini=munx ¢h argo per-shipment %1.00; Scale B,
add 20 cents %o Dancnu minimum charge scale;. Scels ¢, add l) cenye
present . mindmum charrc “secalc. Chargc for tronszshipping,at ?acific'~
Los Angelcs Ju“ctxon voint, appliceblc to shipmentsz of lcss then 4,000
pounds which o*;c;nato at ouuljmng points ¢f origin and arc conuinnod

1o outlying points of destinztion; Scalc A, no chargs, Scalc B, no
charge, Seale €, %2.00 ncr Len.

=L
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provide o bésis for sciccﬁing any onc ¢F the surchhrgg 5¢alos pro-.
poscd. It doc not ahOW'Wh¢Ch of thesc scales would best serve thox”
1ﬁ,g:¢sta-o, voth :aczf;c oad tho ghmhoing pub’lc. It dods:not showr

ted retes would be reasonable, nondis rzm&natorz and
otherwise lawful.

The record is convineing, however, thet Jor Pacific a.mini--

mum charge of $i1.0C per shipment would be proper. Ajthoﬁrh"*‘dOOS
not zet forth the costs of tran gnorting ninimunm cnrrac Hhipmentg, it
iz clear that over half of'tho shinments Paciiic £ nsport are. quch
shipments. In view of Pacifie's cxperience with taeﬂc cmall shin—
menﬁs'much weight can be given to the testimony of'¢tu x;tness‘that'a
charge or.less than 51.00 is net compencatory. In this regpéct
Pa;ific*s witncss‘was.supportcd by testimony of’obhcr car*iers. 'mhe’
shipﬁcrs participatiné did not opposc such ¢ chorge. | It d00° nou
appear that discfimihation will re:ulp; A miniiunm charge 0¢ pl.OOW
per shipment will Bc'aﬁthOrizcd.‘

Such additionsl ratc incroascs es Pacific nas shown‘écccé-‘
sary should, on this rccord, bec authorized as o nor:zonkai nereentage
inecrease. - Should thc manegement of Pacific deem & horizontal form
of inc:easc'torbo inadvisablq or wunaccentable for its'purpbsos;

_ surther hcaring may be roguest ¢d for the nuﬂpo“e or bro ng

spoeifl fcally the mcthod or Aouhodu by which it corzlders that tho
accessery ineresses may_bc.app*¢eu_mpst.feasibly. ohuuld‘alterna-
tivermethodsrbc thus cdvanédd; thov\ﬂhould be céloulaﬁcd;toﬂﬁrédu56 :_”
additionel reveaucs in 28 20 ourt cpproximating that heroin found t?,*
be requircd. Pacific should be preperet to show at éuch-fufther
he°ring‘tﬁat the rafcé ané charges whlch would rcuult from. i bro-
nogalw would be ruauonablu and ouhcrwiuc la1 Tale ' |

Cn a pcrconta <3 bauiw, 1t mey be c“lcui tod'fhat,an,increﬁse

of 12 pexr cent in rates, in addit¢on to the ineroasc in the minimum

15—
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o shipmcnt to 51.00 will bc neccssery to offsct opérating
s and rcturn a profit. This calculation rdllows’froﬁ the ¢oti-
mate, supplicd in an oxhibit of rceord, that the ﬁlfodfminiﬁum éharéo“m
would augment revenucs by wl76 uls. An add tiomal ampunt of appﬁori-
mately 500,000 in rcvcnues would Ye roquxrcd to rcturn the fulﬂ ‘reve-
bakbls mncrea-c sought. Based on tho ootimauou rcvcnuc Tis uio Qr
| %4,389, 7’2 for twelvo monthu, it may bo computod that an ineréase. in |
rovenues of 12 por,cont would roturn 5526, 765, Tho total iqcroa e in B
revonue o be'realizcd from an inc*oa 3¢ of 12 po* ccnt in ratcu and an .
inereasc in the minimum charge of 1.00 would Du‘k703,l33 ir tho 26 wore
no diversion of truffic nor other offs ct*mnb factor Thc not rovonuc,
afvor allowance for an’ ost;matcg oocratlnb dCflC&v 01 ;Bls,uglvwoulda
ve 387,702
It aépéars provadle, howover, that the dolla“ voium@ of net-

»ovenue that will be roalizod from an imercase o; 12 pcr cent in raues

will fall short-o: thd $387,702 caleulated ACTC- This calculationv

mekos 1o provision for 10z of rovenuc from dchrsiéﬁ“¢f~traffidjtq
competing modcs of trans nortatmon opc*atlnr at ldwor ¥bteé, nor did.
Pecificts witness maxe any such prov;,ion in his calculationu. 'NGVér-}
thsless, 1t seems DrObublb that or iacrcase in rates will\be-foll@wéd'
by a léssencd demand'for Pacific’s ~erv5ccs. ﬁacific*q w4tn05°‘m§dea"
20 estinate 6* thc offoct of'furt or imercases in cxponcco, aleh ough“‘
- ae te stificd that further. incroaec wcre ocecurring daily’ Any ratc in-
erecase which may ‘be aut horized oa this record will bc applicablo only
to Pacift c'" locel rates. "“c*c, however, the rates hcrein aud hor;zed
t0o junction poi;ts-cxcccd:joinm rates bcyond'tbc~junctions, inc*easoa
sheuld bve authorizéd,to thc @xtént neces3ary . 4o avoid duparuures from
the provisions of séction_Zh(a) of the Public Utilis icq Act. oince the
caléuletioﬁé"of expected net. PEVGRUCS wé*c:ta ed on f*@ures which 1*—3'
cluded revenuos carned unéer Joint rates it 19 cvidcnt that thc rovonuo‘
inc:easc to be rcalized will be somewhet lesc than tho amount'aet fo"th
AMofe_prGCise.calculations cbuld not be made on thé Tis ureg o“ roco#d.
In vicw of theéé_soverai considerations and of Paqifié'ﬁ sustained .
losscs it docs mot aeppear thet execszive not revenuos will”
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aceruc from incrcasing‘the'local'ratcs by 12 per cont and the minimum.

cherge pcf shimmenv to ‘l’OO.‘ |

chrcsoncatﬁvcs of cemcnt producerc roquestced that rutcc for
the traﬂunc“tacfon of ccmcnt in quantit;ou of 38 000 pcunc and ovcr
be ¢xeludcd Lfrom ccn idc*aticn in this p*ccccding- Thcir ccnccrn, hcwi“
Gvor was prl.ar*ly wzth chmpmcnto tran°portcd by contract carriorJ.H
Thc testimony inclcatcd that Pacific nauls vcrv li*tlo ccmcnt in these
guantitics. For this reasom Pacific wml’ not bve rcquirod to ox capt
cement in publishing In ite ta*mff any incereascd *atcs hcrc1n authori-
zcd. | | | B |

Unon carcful considcratioﬁ‘cf all tﬂc-factS‘and‘circumstanccsw"‘
of rocord in this crcccc&iﬁg, we find‘ac‘a Tact that - |

1. Tho cyd dencc ol rccord docs not juctify,cn incrcccc in thc“
minimum rates as set - fcrth in wJ.cnway Cc:ricrs*\TaEiff'Ncw 2*applicablc
to all carricrs on & statewide oCOPC- | -

2. On thi@ rcccrd Paciric aro;ght 1ines and Puclf"c rcisht
Lizos Exp £ have shown thav thu ¢ncrcasc& rovcnuc reuultinb from {h--

eacing their local rates anéd chargec by l? per’ cent and increacing

-

their minimum charﬂ es »6 hinment to 1. OO is juutifieu.

QRDER |

;he above envitled petitions having been duly neard and ﬂub-
mitved, full consideration of the matiers gad things mnvolvcd having
been had, and the'Compi sion now being fully advi ed,

IT IS HEREBY ORDERED that the petitions o r'-the Motor Truck
Association of Scuthcrn Cal; oraia and ot racific 17'rcii.e;l:xt Linco anc
?acifiCVF*cight Linr .E.fp_c-.-,u for an'increace in”miniuum ratcs be and
they are heredy denied. | o

IT IS huQABY “URTLLR ORDVRLD that Pacmf;c Frcight L;ncs and
Paci‘ic Treight Lineu “xpr 85 be and thoy arc,-and'each of them ;ﬂ"‘
nereby authorized to c,tabllch on not less than one l) day'v‘not¢ce
to the COmmissicn and to the public, an incrcace cf twelve (12) pcr

cent in all of “heir lccal rates and chargcs and in thexr joint ratocfc
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and charges %0 the extent neces sary to avold departures Lrom the pro=.
vizions of Section 2L(a) of thc Public Utilltmcy Act- tand to~eétab1i3h
a charﬁo of one dollar (wl 00} as thcir m;nimum cnarce per shipmunt. B

| ID IS EZREEY FURTESR ORDERED that frectional perts of & cont
resulting fron thc-pcrcen'ase incroa 105 hcrein authorizcd shall bo d;,-'
p0sed of and publm hod accordiwg to the 1ollow1nr rule:

Waen pfesent rates or charges are 5-ccntsfor,less:

Fractions of less then 1/8 or .125 of a cent omit..

fractions of 1/8 or .125 of a cont or greater but less than

3/8 of .375 of a cent will be stated at 1/L or <25 of a cent.-

Fractions of 3/8 or .375 ol & cont or greator dut less than .

5/8 or .625 of o cont will bo stated at 1/2 or .50 of a ¢ent.
Tractions of 5/8 or .625 of 2 cont or greater but legs than
7/8 or 875 of a cent will be stated at 3/4L or .75.0f a ceat.
Fractions or 7/8 or .875 o 2 ccnt or greater incrcaao to the
noxt wholc cont. o

’hen nre,ont rates Oor cherges arc 10 cents or lo bum brcater
than 5 cents |

Fractions of less than 1/L or .25 of a cont omit. \ .

Tractions of 1/L or .25 of & cent or greatcer but less than B/L )

or .75 of a cent will be stated et 1/2 or .50 of a ccat. ‘

Fractions of 3/L or .75 of ¢ cent or greater, incrcase to

next waole, cente | o SR

When present rates or charges are over‘loucéntsﬁ‘

Fractions of lecs than 1/2 or «50 of & cent OMit.

Fractions of 1/2 or .50 of & cont or greater, inerocase to

next whOlo conta T | , '

IT IS E RLBY'?URTHER ORD:RE that the utho:iuy Acremn #ranz-‘
od which 13 bdased on ovcrall revenuc noeds is s subjcet to the cxnrcvs
condi*ion fhat'Pacific Froight. Lino~ and ?ac1x10~Frcig&t Linos Ewnrc*-
will never urge bo*oru thlu 0cmmlsS¢on in ﬁny procecding undcr Section
71 of thc °ubllc Ut;lltleu Act, T ln any othcr prococding, th t tho

opinion and order hcrc;n constitutes & ndinp of *acu of 'tho .
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»casonablencss of any particula* rate or cnarge, and that the filing
of rates and chargcg pursuant to the authority rerein grantod will bc
construcd as consent 4o this conumtion.
IT IS FERIEBY FU?THER ORDZRED that in vubliuhinp the increaoou
“rercin ¢rantcd, Pacillc :ru;ght TLinos und 1=’::tci"ic Freight Lincs Ex-
pPross be and they arc, and sach of *hcm is, hGrubJ aumhor¢zo& to deu,

vart from the provisl * T2 me Cl*cular Xo. 2, Goﬂorol Ordcr No.

g0 snd Section 2u(a ) of the Phblic Teilities Act to tho oxsont

n0cess ry to carry out the ¢ffoct of the order horcin._‘

The uuthoriw hureln 5rantcd *hall ve void unlo s the ratos
and qharges authorized in this order arc nublig“od, f;lcd, and made‘,
crfective within nincty (50) cays rom the Offcct¢vg date;horcqff |

This order shall deeome ofLoctivo tdn‘(lO) ddys.frdm thcy"'

:'«:Za

Dated at San "ra,cxsco, uali;ornia, thxs aZ‘%
Soptember, L9L6.

date hereofl.




