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SEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA -~ -

In the Matter of the ‘Application
of MELVIN A. PIXLEY doing business
as Purniture Freight Forwarders for
an order authorizing applicantito
increase rates and to alter rules .
and regulations so as to effect in-
ereases in rates on uncrated furniture
moving from, to and between points in
California.\~ S '
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Appearances

Robert S. Crossland and F. W, Tircotte, for‘applicant;[

Benfamin Chénman, for tae 0ffice of Price Administration,
interested party.

F. F. Morgan, for Furniture ‘Manufacturers Assoclation of
- Los Angeles, Inc., protestant..

Omar E. Pullen, for Retail Furniture Association of California,
' Inc., Joan Breuner Co., and Western Trafiic
Conference, Central Division, protestants.

OPINION

Melvin A. Pixley, operating unéer?th@‘nahe of Furniture
Freight Forwarders, 1is engage¢ in thé7bﬁsihes§:of_t:ansporfing new
furniture, not érated nor wrapped, within‘Califdfnié as an ékpqusx
corpofation;‘as‘that torm 15 defined‘inthe'Public;Utiiitieg Act.
By this applicationlhé seeks authority towinciease nis rates and to

: 1
make other changes which would result in increased charges.

1 . : . -

The other changes referred to are cancellation of rates to San.

Diego group points and the substitution therefor of rates appli- -

cable %o a higher-rated group; and the addition of a pickup charge

vo apply when pickup service is rendered in connection with ship-

ments transported from San Francisco, Oakland or Berkeley to. group

: goin;srlocated,generally between such points and Sacramento or™
tockton. . ) R
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Public hearing:waeiﬂad'before Examiner Bryantvat Los
Angeles on August 14,‘15 andliéy 1946, and the matter;is‘ready for-
decision; “‘ | , | |
- In eddition to his exnress onerations, applicant opernteo
as’ ighway <common carrier under the rname of Furniture Fast |
Freight.2 He also Hholds permits i°sued.by the Commiosion to.operate
as a highway contract carrier, as 2 radial highway common carrier
and as’a city carricr, and is engagcd in trans porting ¢ome uhipments
in interstete commerce. | ,

Althougn the increoses which upplicant seeks to effect are
those in hif eXpress rates, the justification ‘he submitted was
based upon the consolidated ooerating figures of ni° combined trans-
portation operations. Applicnnt explained that almoot all of the
tranSportation oerformed is that vy Freight tor Torwarders- tnat
because of increa°ed costs Freigh* was ineurring oubstantial 1043
that Freight nad-no way of obtaining.additionai revenues‘except
from Forﬁerders§ and that unleeetForwdrders were-oernitteduto‘eern
zmore revenues to Tecompense Freight eu*ficiently to cover operating |
cost s, both common carrier opcrotions vould hove to be curtailed.v |
Under usual circumstances carriers seeking authority for‘rate in-
-creases are expected %o jnstify thelir appiicationelon the‘besis!
of their individual recordo rather tnan on thc bofis of con,oli—
dated showings mede witn carriers not. partie° to the application.
In the instant proceoding, however, anplicant is dn'individuel”'
acting in 2 dual capacity. His operations as Freight are reotr*ct-g'
ed by this Commiesion‘to'the carriage of furniture ior-Porwarders.
2

For convenience Furniture Freight Forwarders and‘Furnitnre'Fa

Freight will hcrcinafter be referred to as Forwarders and Freignt,
respectively.

3 Decision No. 36824,_45 C.R.C. 205, K
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The relationsnip between the vwo opcrations in respect to both
phye ical operations and revenuee and expenses appears to be . sucn as
o Justify ané require consideration in this proceeding of Pixley s
operating experiences as a whole.4
Consolidated operating sodtements, which applicant explained
and introduced as exribits, indicate that he has been subjected to _‘
substantial inereases in Operating expenses since tne early part of
1946 The higher expenoes were attributed: principally to increases
I wages of drivers -mechanics, loaders and unloaders, and certain'
other classes of laborc Other items of expense snown in the ex- |
" hibits as having advanced include cost of fuel, cost of insurance
and cost of office supplie It was stated’ aluo that changes in
trade practices have exerted an adverse effect upon applicant s B
operating costs. Furniture is now purchi ed in smaller lote than 1t
was formerly, with the~result that snipments are omaller, and more'f
stops and zore time are required to deliver & full truck load Addi-
tional cost increases, which applicant asserted would havc to be met
within the near future, were higher tcrminal rents because of loss of
lease of present Los Angeles terminal, and higher depreclation expense
as present fully depreciated‘and nearly worn-out vehicles are “eplaced ,
by new equipment JAn important unfavorable operating factor wnich ap— -
plicant said he had reccntly experionced was the loss early in 1946
of government traffic that he had hnndloa during the war and subso—
queatly tnereto,and which Iin previous periods had assertedly contribu-
ted considerable net revenue. The witness testified that his operatﬂms
guring 1945 had resulted 1n a loss in the amount of $5,016,and’ 1ndtot- .

ed that for the five-month period February through June, 1946 his
&

The interstato and permitted operations combincd account for only
about two per cent of tho gross revenues. -
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operating Aoss was $21, 800, The greater lose during thc Tive months\
of 1946 was held to be the . resul t, primarily, of tne termination of
government traffic, for it was, stated tnat the increasod labor costs
‘d1d not become effective until the lattcr part or,for subsequent to,
this period. According to an exhibit, had the increa ed expenses and p
certain'contcmplated expenses prevailcd~throughout»the fireimonths?e,
tae total operating loss for the period would have becn $52 340.

Applicant calculatcd thnt the prooosed rate increases would
produce suf’icient revenues to overcome 1os ee at the prevailing
'ilevel of3expenses'and leave'about five:per cent of his total gross
ooernting revenncs'for incomc‘tnxe°‘and profitd He‘determined npon :K-'
specific increases of 32 per cent on wooden furniturc nnd 54 per cent'
on upholstered furniture nfter considering the average rcvenues per
load and the gross revenues earned ’rom the, transportation of each
type. He stated that a stuoy of nis frcight bills showod that the |
transportation of woodern furniture contributcd about the same amount
of gross revenue as was oarned from transporting upholstered furni-
ttre The gross revenue. per truck load differcd considerably between
the two types, however, because more sets of wooden furniture cotld
be loaded in 2 truck than was possible witn the more bulky upholster—
ed furniture. Lpplicant explcined tnat it was his . purpose, by thisj”
application, to obtnin about the samo amount of dollar incrcase in 7
revenue per truck load from each type of furniturc. ‘ ’

With respect to the jusci*ication offered in support of the.
other adjustments proposed;, it was statcd that the present retes to ,
San Diego group points are bolow thos c mnintaincd for °imilar trans— |
portation to other points comparably distant from Los Angele ,nnd'&nt
the cnarge for piekuyp. service in the San :rancisco Bay area was justi-_

fied by the fact tnat “the shipments involved are cmnll and that the
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pibkup gervice in connection therqwith iz moré'costly than thaet ren¥ ..‘
dered in conmection with other shipments whidh move in largg: quan~
tities. ’ | D o
Zpplicent aid mot emticipate any lesséninz in':he:volumg of 
sreffic under the proposed ¢1creaued rates. He said that_he;iS”oﬁer-
ati g to CQUaCitJ, °ﬁd-dhat the,e_ia zuch'a deﬁand for theiﬁypesdfjf
'tﬂan°no”tau10ﬂ he performy that h;u volume woﬁld_proﬁabiy,not be
affected under present conditions. |
Granting-or this application weS opp0aea by rcpreeontat;ves
¢ shippers end shipper a°§oc*a€ionﬂ' £ voth th»'Iou Anreles and San.
Francisco Bay arcas, and by a *eareooqmatzvc of t“e Of*ice o2 P*ice
Administration- The ronreﬂentutivn c* the Los Ancclcs association
swated vh t thc wanufacuurer who ere mombers thereof make ayp*oxi-~°
mately 95 per cent of the furniture manufactured in uoux%ern Caliror-
nid. He¢ s2id his associatmon opposed the increases\aou@ht becauae it
believed that the increased rates would be unrecﬂonably high and wbuld
result in fina ncial loss to furni‘cure‘fmnui‘acturcru and aeulers who
wou}d"ﬁot bc'a§lpfto effect compé“*“t‘ﬁz inereases Ln “their vﬁices
under'regulatibnsrdf tﬁeiOffice of Price Adminiutrat;on. ' He dc-
clared, moreover;'that the higher rates would make 1t dirficult for-
assocliation mémbeés to compese Iin thé norﬁﬁérn'C511f0rnia market‘with
fu“ﬁiture menufacturers located iz ouhcr “toteg.‘ He uhoughm the in-
creased rates mzsh* cauge manufucturer, and dealeru to turn to Pro
nrictury transpo vut;on as equipment:becomee' o"c avullab . x“
represeatative of the northern Cali*orqia aéscci°*ion,‘which haﬁrff'
membershln of 350 retail furnxuure de *cru, OPDOued uho'increaseu,
sought on thu grouna that thc goalers would be unnble %o adjuut tne;*'

prices to- *eflect the higher tran portation coqto. ‘ oth'a- ociat¢on

‘*epresenxativeﬂ commcnded unplicant's gorvicc as bcing uuperio* to

that available by other meutﬂ of tran portat+onvandzgtated,that they’, €

-
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would nov objcct to any mpdcrate and reaszonablo ;ncreaoe which the
Comnaission mlghu f£ind necescary to inuure cont!? nuation OL P;xlcy'ﬂ
services. A repreoenuat¢vc of the Office of Price Admlniﬂtration
swated that any rate increaueu herein euthorized whould not exceedi‘»
actual lnc*caueo in coutu, and suggested that ol rate 1ncrea¢e oﬁ not

over 18 per cent would be roagomablc s;ncc uucn incrcage would con-‘.

form to & recent p:*ce xﬂcreauc granved to the rurniture ¢nduutry by

£he OfflCO of Price Adm1n1°bration- o

A oenzor transuo rtation engincer of trc Commi iou*é stafff
introduced a3 an ey%ibit the »esults of e gtudy he ‘hed made of anpliu'
cantte recoru for uhe year l9h;, ané for the ir t‘ six monthg of
L9L6. He tated that in his study he had fouqd QOmc instances Ln
which oper uinr emponscs had been charged with exvunditureo which
should have bcon charged to capital accountu or to gurpluu.' e in-
dicated *hat depreciation roser"eg had been acc“ued at an abnormal
rate. In his exhibit the. eng¢ncer set forth pronoaed adjuetmentﬂ in
operating expense. The exhib;t ¢“cludea f;nancmul utatcmentu ror :
1945 and for the first six months of 1946, _ o
' Applicent's showing in thic procecd¢ng waﬂ baacd upon hiy: .

operating experiences during a rclativuly short pcr;od of‘*ivc monthq.

It is us uully @’ PCCqu uhat anp’icavionu for 1qcrcauc¢ in rates shou*dlx

reflect 2 longer’neriod of vtime, since es timuteg b sed- upon data g
coverlng a relatively short period may be unduly digtortcd by—non—i‘:
recurringf*acuora. . Fowever, 3n the prcacnt ins tance it appearg that_"
thke nuture of applicant'* bugi ecs has‘beeh basically qhanged gincevx.
the first part of 194L6. Po tCoti&Led that'duriné*l9ﬁs, 76.5!pef-
cent of whe total toanage handled was government traffic, and fnat»of

this goverament traffic more than 80 per cent (or 60 to 65 per cent -
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of 21l traffic) moved at double the normal tari ratéé 'Itfaeems

clea* thet the. Toss of the vovernmont traff;c nas exerciqed a :
de*ini ely detrimcntal effcct upon applican*'s nct ovcrating reuultq.
Under these. c;rcumytancuu it appears thet operstions nrio* To l9h6

can Ye 3iven.but'*ittle weight in <the aetcrmlnation o* a prope*,level

of mates Tor the futwure.

‘Applicant's operating reveaue ané expense figures Tor five

months February through sune, 1946, and his stated expense increases

re summ“rized in the table below which was developed Lrom exhibits-f

of *ecord- : :
T4BIE T

Grovs opcrut¢n@ revemnue -

%$152,336
5s-Cross cperating expenses

174, 136 | 4
Tet operating loss $2l}SOpr
Expense
Peyroll
Fuel
. General

ingcreases = : o
' $ 13,951
. gL5

500

0f£Lce expense
and supplices

Tnsurance ,2,12L:

Payroll taxes
Depreciation
”ﬂrm.na’ Tents

283,
10,337

30;5@0.'

2,500

Total fivc-mon*h net operating

loss at August level of c.pcn"ou W52 3&0 .

The cstimateu of. incruageﬂ oxpenses for payroll, payroll

Lexes, fuel, goueral office expense and uupplieg, and inuurance were

developed on the bauiu of'*he lcvrl o? payment* owpl;cant is nOW"

maklng, and they *ea°onably anpear to reflect 1ncreased co.,tu that

must e expected In the future. The es simated increa ez ror deprc-ﬁ

, ciation expense and terminal'rent are less sus ccntible of prec;se

5 Applicentts tariff provides that double the normal tarif? rateg.
and charges shall be assessed on shipments delivered to residonces,
flats, or apartment houses located within an .extonsive defined .area
in southern Celiforaia. It was explained that mach of the . «overnmmnt
traffic conslisted of such shipments, and vhat. the usual commorcial
shipments of tnxu nature are *ew.‘ ,

-7
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measuroment. New eduipment for-whichfadditiqnallddpreciation cipense
was claimed has néifbeen'procuréd, nor have definitelléafe arran50~i
‘ments for mew terminal space been made. Az 6ld'equipmenu iz rcplaced,n'
% iz to be expected that sbmé operating oconomio;'such‘au decreas ea
maintenance expense may be‘erfectéd-é Althouvgh higher deprcciatio
cxpcn«e and terminsl ronts may bé aﬁticinated, the'claims'therefor\
yave a0t been demons rated with suffi cicnt certainty w0 pcrmit uhCi“
being given specific consideration for the purnooe of t.lo proceedi..;
Elimination of the additionsl amounts clalmo or deprcciat;on cxpenue
and term&nal reﬂtu, aufucu Torth in the tablc, will rcauce thc uotal

fivo-month ned oneratmnc 1055 at the o oeent Jeve* of cxpenoe uo
239 503

s

L4

Applicant's,propoéal to ineroaze his rdtégifor-fﬁe transpora :
sation of. wooden furniture by‘32 per cent and for the trunaportation
~of upholstered IMurniture oy 5l por cent ;nvolvee not on]y the deter-vf'
mination of whether .the se increagce will overcome ﬁdsscs 1& ‘roturs
reasdnable'prcfit, but -als -w“ot 2er the levels of z rates o *he two )
classes of furniture would:be ola ¢vely *eugonaoln bevweeﬁ themwclvcu.
Appiicant intrcduced comparative statemenus designed tO*ShOW‘uhat the
gross revéﬁuevper load OTJWOoden qunitﬁreywao suo tant;a’ly more
than that per load of upholutered furniturc, and *hat ratc xncrc ses
or 32 per cent on the former ana 5l per ecent on the Llat er-would pro- f

‘duce approximate;y tie seme amount of addis ional revenue from 2 load

6 Apnlicanu contended that hlgher ¢ o5t of replacement. part« w;ll
tend To offset such .operating economies, and thet maintenance. COat°
during5l9h6 were belOW‘nor &l because of cxto wsive repair work done
. in 1945. . ‘

7 The ‘loss figure would b»6 further reduccd by yomethmng lcss than
$L,660 it full effect were given to all adjustmeats suggested by thc
Commissmon enginecr. However, the record was not ufficiently
developed to justifly adoption of these adjustmonts.’

~8-
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-of '‘either type. Ze ind;ooted, nowever, uhat wooden furnit ure wag'
more ¢ostly to handle becasuse of its greouer ou"CCDt‘blllty to damage,
booauae mere lobor was required to Load, ané bocouoo more individua]
shipmonts compr ed a truokload, o fact which requirod more . *tops and
more “inme for unload;ng. Since tho ho"dl;ng of woodon *urniture ro—
quir es more labor per load thon doos upholetered furn¢turo, and .inco
the cost increese to which aoplicont teot;f¢od are largely thooo in-' 
volving labor, it would bo reo«oqoblo to orooume ‘that woooen furniture |
has vecome relavively more unprof table vo hondlo thHan: upholo e*ed
furniture. Applicont's»proposal, wowover, is to apply the greoter
inoroose on the’iottorQ We ¢ cluoo that the propos sed. d;ffe*ential
4in rates of inoroose nas doo beon Ju 1ried on this’ reoord.

Had tho ooroontapo incroooe which aopl;oanu seoko in hiu :‘

rates for wooden furniture. boo llod %o all ohlpmonts of botb wooden .

and upholstered furn¢turo uranoportoo durinr the five mootho February
thoough June, 1946 ond ood the incroaoed expenses herooonoro diocu sod

prevailed during that oeriod, opcrati“u results’ would havo beeq as oet
forth below: | _ |
TABIE 2

Gross operating rovenue £152,336
Add increazed revenue from 3°

ne¢r cent iacrease in rat - L8,74L8

Total 5ross oporatin@ revenue 5201,084
. Less . ‘ '
Gross operating axpenses 874,136
Exmonse increases (:ayroll, <

fuol, ceneral office ex-

pense end supplies, in— 3

surance, payroll taxes.) 17,703
Additionel 1nouronco ané tex |

expense™ | 2,750

Total operating oxp nses , \ 1§u,§aé~
Nou' operating revenue $ 6,495
(*COmputed on baoxa of increase in groas rovenues;)  ‘;-*

A% the level of totol ope*aol 35 rovonue and eyoonses shovm $n tho;,

-Q-




above tablé,‘the operating ratlo would havé been 96;8,per'cénﬁ;3 ) ofa

his total gross revenues, applicant would héve‘had,a_margin‘of 3;2;per
cent to provide for furthor expense ineresses, éoﬂtihg&ﬁcieé;'préfiz'_‘
and fzcome texos. It seems clear that on increaée‘of 32fpé§ gént‘in :

ell of applicant's rotes ond charges'would not produce excessive .

‘ '

revenues at thé eStimated“levelhof-expensés.' o
Tith mespect to applicantts other proposals, to esféblishk,
higher ratves to San Diego group poiats and to provide an additional .
caerge to apply to certain shipments éiven pickupfSérvice in the Sani
Francisco Bay area, tho record contains'inSufficient‘jastifiéatidﬁ to
authorize grenting of ﬁhe'authbrity soushte '.Appli§ént aid ﬁot‘shoﬁ?_
in conncetion with thévédﬁes‘to'the Sﬁn_Diegougxoup poi£ts‘tpat‘h1§
comparisons were & fair moazurc of‘th¢'rdte$'in issuo;rlﬁéhaid no£ ¥
offer égtisfactbry.cqét or 6thex spociric data %o sﬁﬁﬁOrt therp?dp6qed
pickup charges,_dr (o) show the reasonableness.thereof; |
Consideratién nes beexn giver in this proceeding ©o eppli=
‘cant's‘over;all'revénuc'needs. or necéssity the Commissibﬁ’ﬂas'noff
studied in thisrabpliCationreach or any oo tno'indiViduai:xates or, 
charges as now pubiished in Pixley's”tariff‘fof theTpurﬁoﬁe bf‘déﬁérA
mining«thé reasonablcn¢33‘and lewfulness thereol. In adthorizing'l
epplicant to increass his present rates and charges by‘a given per-
centage, the Comnission doéé not make ayfinaing_of fact of €hé\f”

reasonableness or lawfulmess of any particular rate or charge.

§ Applicant did not supply rove base figures which would permit
measurement of a net operating revenue of 56,495 in terms of nate of
return. . The Commission enginecr developed @ rate bhase in the amount
of 462,440 on the wasis of the doprecieted book value of applicantts
operating properties as of June 30, 194G, plus an allowance for work-.
ing cash equivalent to one month's operating expences, less deprecia-
tion.  On this rate base, net revenues of ;6,495 for 5 months are
equivalent to an annual rate of return OF 25 por cents .

~10-




Ypon careful consideration of all of the fects and cireun-
stances of record in this proceceding, the Commiscion is of the opinion -

'y

end finds a5 a fact that =

1. 4n inerease of 32 per ceat in the express rates and
charges of Melvin A. Pixley, doing dusiness as
Turaiture TFreight aorwarders; is fully -justiried and
necessary to the maxntenance of adequate t*anunorta—v
tlo -se*V¢cc. : ’

In other respects the proposed 1ncreased rates and

charges sought in this application havc £ot -beexn.
uhown uo be juutlfied. -

ORDER

The above entiitled apnlicetion naving been heardjand sub-
mitted, full considerotion of the matters and things involved having
been had, and tae Cormis ion now beins fully edvised, |

IT IS HEREBY ORDERID that edvin A Pixley, doing bBusiness

as Furniturc Freight Forwerders, bo end he is heredy suthorized to.

establish on not loss then Tive (5) deys' notice to the Commission
and to the public increaces in tﬁe amouwnt of thirt?-two (32) per cent
in the rates and chorges nublished in hiz docal‘zxprcss'Tariff No.
100, C.R.C. 0. 1o | o |

IT Is EEREBY “URTF“Q ORDERED thut in all ouher *ecvects tno
above entitled unblxcation o and it is horeby dcnzed. | ‘

IT ISt RuPV “URTHER GRDERZD that in comnutiné the increaued
ré* s aad charoee nerein aut horlyed, the followzng w;ll ~overn in the;;
diupOululon oL ract on s:

ﬁhere prceent rates or c“*:res are lO centu or 1655

Fractions of less then % or .25 .0f @ ﬂcnt omit.

Fractions Of » OF .25 of o cent or greater but less

than 3/4 or .75 of o cent will be ~tatcd at 1/2
or .50 .0f & cent.

Froctions of 3/k or .75 of a cont ox vreate*,lmncreaue_
to nczu v ole rlgure.

SELT




whore present rateu or chargev arc.over 10 ccnt"-v
Froctions of lesc than 1/2 or 50 of a cent omit.
Fractions of 1/2 or .50 of a cent or gredter,
inc*e o +0 next wkole fzguro. N
IT IS HEREDY “URTF?R ORDL?ED that the autho*lty here;ﬁ
granted is suoject £o the express conditlon that applicant will nevexr
nrge before uhis Commm sion in any proceeding under Sccumon 7L 0ol the  .
Puavlic Ut;litie Act, or iz eny other nroceeding, that the opinion and‘_
~order herein conutitutc a *lnding of foet of th e rca°ondblcness of any
pa*ticula* rate or charge, 2nd that tie f;linr ol rates and chdrge*
pursuant to the au! horxty herein granbcd wmll be conotrued sc conﬁent
£o this conditlion. |
I7- 18 HEXERY FURTHER ORDERED that the uuthority here:’m ‘
granted Vhall be vo;d unless the rates and chargeo authorazcd 4in thiu
order are publiuhed, f£iled, and made offocuive withmn ninety (90) dayv
from the effcctlve date heroor. ' |
This ordor auall bccome effective twenty (20) day5 from the ;“

date he*eof.

Dated at San ~ranclsco, Cal;~ornia, this dpi‘-*day oﬁ
October, L946. o

-ccmm;ss;one#bﬁﬁyp:[.‘“




