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Decision’ No.. 3983

BEFORE TFE PUBLIC UTILITIES COMMISSION' OF THE /STATE OF CALIFORNIA

‘In the Matter of the Application of )

Canton Transbay Express, Inc,,'et‘al-g é
for an order authorizing an dncrease’ ). Application No. 27554
in rates between San Francisco and ') '

East Bay points )

and

Related Apriications of Xellogg
Express and Draying Co., et al.
fqr‘an‘drder‘duthorizingfincreases'
in rates' other than Transbey.and
East Bay rates: and in East Zay .
minimum drayage rates. ‘

 Lpolications Nos. 27947,
27348, 27957 :and ‘

' Casos Nos. 4108 and 4109

LNV L NV L W L AT

LApnearances

Clair ¥. NacLeod, for Transbay lotor Express.
‘Reginald -L. Vaughan, for ‘other -applicants.
Myron D+ Alexander:and C. C. Burgin, for the
) " Office of Price Administration.
Eugene -4+ Read; for the Oakland Chamber of -Commerce.
Walter -A+ Ronde; for the San Francisco Chamber
~of Commerce.
~H. F. Alvin; for Western Traffic Conference.
.J. E. Vyers, for Durkee Famous Tood Division
of the 'Glidden Company.
C1iff Brooks, for Delivery Service Company.

(See also appearances.listed in Decision No. 39166,
46 C.R.Ca 537).
0PINIOX

Decision No. 3918¢:(45.Ca2.Co §37) authorized applicants in
hpplication No. 27554 to-inerease their transbay rates by 6 per cent.
It also raised the minimum rates: established in Cases Nos. 4108 and
4109 £6r East Bay Grayage onerations by 18 per cent. ,Furthei_in—
creases in these rates are now proposed. - In addition, applicants

" irn Applications Nos. 27947 and 27948 propose to establish higher rate:
for transportation‘cver-their‘lines~from and to San Francisco and

Bast Bay vpoints. Tr Application: No. 27957, Transhay MotqrgExpress

Co. seeks authority to increase its rates between San Francisceo.and
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East Bay cities.

Public hearings were had at San Francisco on November 4
and 18, 1946, before Examiner Mulgrew.

Applicants, other than Transbay Moter Express Co., contend
that the increased revenues derived from the higher rates in thelr
transbay tariffs made effective July 15, 1946, and the increased

rates established in the East Bay drayage minimum rate structure

effective July 10, 1946, pursuant to Decision No. 39166, supra, have
1

proved inadequate. They seek further increases of 6.§6 per cent
in the transbay rates and 13.20 per cent in the drayage rates. In
connection with their commen carrier operations between San Francisco
South San Francisco and East Bay drayage points on the one hand and
Alameda, Contra Costa, Marin, Napa, Solano and Sonoma County points
on the other, which were not includeéd in the July, 1946 increases,
épplicants propose to increase their rates by 14.§O.per cent, As

an exception %o this proposal, they request an ipcrease of 13.89 per
cent 4in their rates from and to Martinez and intermediate points and
Yetween such points. For operations not subject to rates fixed by
thé Commission, applicants consider that an increase of 11.00 per
cent 1s required.

Applicants urge that all of these increases are necessary
in order to produce sufficient earnings to enable them to continue
to render adequate and efflcient service. The varying amounts of
the proposed increases assertedly were designed substantially to
restore the rate relationships prevailing prior to the 6 per cent
increase in transbay and other line-haul rates established in April,
1942. The drayage rates, applicants point out, were not adjusted
until July, 1946. The increases now sought are intended to produce
an operating ratio of 90 before provision for income taxes as well

as to establish the prior-to-1942 rate relationships. Applicants'

+ Transbay Motor Express was not involved in these rate adjustments.
Its proposed increase will be hereinafter discussed.
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consulting engineer, characterizing such an operating ratio as "not
unreasonable," said that this margin between revenues and expenses
is required to build up reserves for the replacement of equipment
at the materially higher prices now prevailing, to meet such other
increased ¢o5ts as may arise, and to enable the carriers to do
business at a profit and in a normal way.

Studies of revenues and expenses of the 15‘carriers sald
to handle most of the transbay and East Bay traffic and of the 7
carriers operating to points outside of the San Francisco-East Bay
area, for the period July 1 to September 30, 1946 were submitted.
These studies show aggregate revenues for the transbay-East Bay
carriers of $1,007,126 and expenses of $1,007,321 before provision
for income taxes. On this basis, the 1indicated over-all loss from
operations for the three-month period studied 1s $195 and the
operating ratio 1s approximately 100. For the carriers éerving
points outside the San Francisco-East Bay area, the studies disclose
aggregate revenues of $810,488, expenses of $817,369, an operating
1oss of $6,881 and an operating ratio of 101 without provision for
income tages. ‘ |

The over-all revenue figures submitted by applicants were
broken down s0 as to disclose their earnings from each_of the glass—
es of traffic involved in the proposed increases. 1In ££e case of
the 19 transbay-East Bay carriers, 38.20 per cent of thelr revenues
was derived from transbay operations, 17.55 per cent from other line-
haul traffic, 22.70 per cent from East Bay drayage, and the remain-
ing 21.55 per cent from operations not subject to rates established
by the Commission. For the 7 carriers operating to points outside the

San Francisco-East Bay area, the corresponding percentages of reverue

were 29.28 transbay, 31.81 other line-haul, 13.55 East Bay, and
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25.36 other operations, These ratlos were used by applicants in
calculating their revenue requirements and in determiﬁing the in-
creases to be proposed for each of the four types of operations
here involved. Applicants' consultant sald that it was not possi-
ble to break down expenses in & similar manner to that used in con~
nection with revenues without exhaustive further study based upen
more coﬁplete records than those now kept by the carriers. Because
of their critical revenue deficiencies, he said, the carriers can-
not afford to embark on such a program at this time. Counsel for
applicants argued that such a showing was not eﬁsential in a
revenue proceeding where carriers are seceking rate adjustments to
meet the greater earning requirements occasioned by increased

operating costs.

Various parties participated in the examination of
applicants' witness. The granting of the applications was not

opposed.,

From¢Aprii,‘1942 when the transdbay and other line~haul

rates were increased 6 per cent, as hereinbefore noted, there was

no general adjustment of these rates until June, 1946 when a fLurther
increase of 12 per cent was established. The.transbay tariff rates
were subjected to an additional 6 per cent increase in July, 1946.
The general level of the minimum rates for East Bay drayage, which
had not been disturbed since it was established in 1936, was increased
18 per cent. No proreosal involving 1ine~haul operatibns.other‘than
transbay service was then before the Commission. The proposals here
being considered are clearly supplemental to those disposed of by

Decision No. 39166, supra, which, as pointed out at the outset of .
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this opinlon, authorized the adjustments of July, 1946 in addition
to the June, 1945 line-haul increase.

in the circumstances, it appears that the carriers!
rovenue reculrements are more appropriztely determined by starting
from the rate levels vrevaliling prior to 'June, 1946 rather than by
reverting to tne rate situation existing more than four years ago
‘as advocated by applicants. Had applicants! revenues for the three=-
month period studied been 6% per cent greater for transbay and East
Bay operations, 12% per cent greater for line-haul traffic other
than transbay and 1l per ceat greater for 'service not subject to
rates established by tie Commission, the reveauwes ¢f the 15 transbay=-
East Bay carriers would have amounted to $1,098,465 and the.revenues
of the 7 carrlers serving points outside the San Francisco-Bast Bay
area woulé have been $391,342., Aggregate expenses adjusted so as
to make provision for federal income taxes amount to $1,037,220 and.
$643,189, respectively.2 On this basis the transbay-Bast Bay
carriers would have enjoyed net aggregate earnings of 461,245 and
the.other carriers' net earnings of ©48,153., Operating ratios would
have been 94.4 for tae former and 94.6 for the latter.

The upwaré adjustments In applicants' revenues described
in the preceding paragraph have been justified by the showing made.
Authority to increase their tarif{f rates will be granted and the

ninuwy East Bay drayage rates will be increased accofdingly.

Greater increases have not been demonstrated to be necessary on the
record. As pointed out by the represcntative of the Qakland Chamber
of Commerce, the East Bay drayase accessorial service rate for adai—
tional labor rejuired to handle heavy or bulky cargo was increased
effective November 23, 1946 pursuant to Decislon llo, 39583‘ A
farther increase ir that rate at this time has not been shown to

be warranted and it will, therefere, not be incrcascte.

2 For this purpose computations have been made as thoqgh all of the
carriors were corporations. No allowance has Deen made for zny

incomc'tax credite.
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The 15 per cent increase in tariff rates sougat by
Tronsbay liotor Express Co. remains to be discussed. .Applicant is
engaged exclusively in transporting property'between San Francisco
and East Bay cities by neans of motorecycles with side-car attachnents.

The owaer of the company submitted a study of operating
results for the period January 1 to September 30, 1948. It shows
revenues as $47,850 and expenses as $48,593. The indicated loss is
$743 and the operating ratio 102. The owmer sajd that, althouzh
durding the period studied he had devoted nls full time to the manage-
ment of the business, ke aad bveen unable to take any salary. IHe
stated that he considered 3500 per month as an appropriate manager's
salary. He also stressed the fact that the wazes of drivers had
been increased on lay 1, 1946 and pointed out thet had this wage
increase been in effect for the full nine-month perlod studied, his
payroll expense would have been £939 higher than his actual wage
cost.  The 12 per ceat increase in hi§ rates established effective
June 10, 1946, he asserted, had baen entirely inadequate to meet hds
revenue reguirements. Accordinz to the owner, all possible cper=
ating economies have been effected and the proposed further increase
of 15 per cent is necessary in order to perudt opcrations to De
continued on a sound financial footing. e anticipates 1ittle, if
any, diversion of traffic to other carriers in the event the sought

higher rates are pernitted to be established.

The prbposed incroase would have raised applicant's
revenues £o $58,775 during the period studied. Adjusizment of his
expenses to reflect a management salary of $500 per moath and the Iin-

eroased wage rates and to naie provision for federal income taxes re-

. 3
sults in azgrezate expenses amounting to $55,049. The net return from

As in the case of thne other carriers, computations relating to
toxes have been made as though applicant werc a corporation and no
allowance has been made for any income tax crgdit.

/
D) -




operations thus indicated under tae proposed increase is $3,726 and
tne estimoted operating ratio 93.7 for +he period studicde

No one opposed thc proposed furtner increase.

It appears from the record tiaat applicant, Transbay lotor
Bxpress Cc., is rot operating on 2 compensatory basis under 1ts
exicting rates and that the sought increasc in thesé rates has been
justificd.

Upon consideration of all the facts of rccord we are of the
opinicn and £ind thot an increcse of 6% ver cent in the minimum rates
for East Bav drayage onerations, except acecssorial service rates and
¢harges for handliﬁg Bully or hcavy cargo, and Iincrcases of not more
than‘lS per ccnt in local rates and charges' £ Transbay Motor Express
Co., not more than 6% per cent in 1ocel and joint transbay rates and
cnarges and Dast Bay drayage rates and charges, except accessorial
service rates.and charges for harndling bulky or heavy cargo, of other
applicants, and of not more than 12% per ccent in other local and
joint rates of these applicants waleh are nere in issue, except to
the extont that such other ratcé and charges were increased pursuvant

to Decision No. 39164, supra, hove been justified; that, where

inerecases were established pursuant o eaid Decision No. 39166 from
3

and to points outside the Ecst Bay drayage area, inercases to the
extont nceessary to bring such ratces and charges to the 122 per cent
inerease level between those points have been justificd; and that

1p all othor respects applicants! proposed increased rates and |

charges nave not been justificd.
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Based upon the evidence of record and the conclusions and

indings sot forth in the preceding opinion,

TT I5 FERDSY ORDIRED that applicants in Applications
2

Nos. 27554, 27947, 7048 and 27957 be and they are herebdy authorized
to establisk on rot less than Jive (5) days' notice to the Commission
and to the public, the casod loezl and joint rates and charges
found justificd in tac |

I 1§ USRSV PURTSER OXDEAZD taat Appendix "A" of Decision
Yo. 29217 of October 25, 1936, ac cmended, ir Cases Nos. 4108 and
4109, bc and 1t 1s horeby furtaer amended dY ircreasing the rates

.
.rges set forth in scid Appendix "A", as amerded, b 6% por cent,
& in accordance with the nrovizions of thc third ordering
nercof, effcetive five (5) days after the effective date of

+nis order; that respondents in Cuse No. 4109 be ard they are hereby
authorized and directed to ostadlish for transportation service for
which rates arc wrovided by culd Appendix "A", as amended, and not
1ater than five () days after the cffcctive date of this order, rates
no lower than the inereased minimum rat preseribed herein.

17 IS ETIESY TURTEER ORDIRED that rotes specifically sct
forth in avplicants' tarifls nall b creased unéer the provisions
of thls order vefore computing rates ° n arc on multiples or
nercentages of rates or ratings and that i 21l increascs
nercin authorized, fractions shall be gisposed of as follows:

(2) Yhmen tho ratcs or cnarges before applying the inerease
are 5 ecnts or lcss: .

Fractions of less than 1/8 or .125 of a cent shall
be omitteds;

Practions o 1./8 or .125 of a cent or greater but
Toss then /8 or .375 of a cent shall be
stated as 1/4 or .25 of a2 cent;

Practions of 3/8 or .375 of a cent or greater, but
lose than 5/8 or .£25 of a cent shall be stated
as + or .50 of o cent;

Practions of 5/8 or .625 of a cent or grester but
Toss thon 7/8 or .875 of a cent shall be stated
as 3/4 or 7% of a cent; _

Froetions of 7/€ or 875 of a eent or greater shall
be inereased to the next whole cent.

B
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(b) When the rates or charges before cpplying the
inercase are 10 cents or less but greater than 5 cents:

Fractions of less than 4 or .25 of a cent shall
be omitted; :
Fractions of 2 or .25 of a cent or greater dut less.
than 3/4 or .79 of a cent, shall be stated as
+ or .50 of & cent;
Fractions of 3/4 or .75 of a cent or greater, shall
be inercased to the next whole cent.

(¢) When the rates or charges before applying the
inecrease are greater than 10 cents:

Fractions of less than % or .50 of a cent shall
be omitted;
Fractions of # or .50 of a coent or greater shall

be increased to the next whole cent.

IT IS HCREBY FURTHER ORDERED that in esfablishing increased

rates and charges pursuwant to tals order appliéants be and they are
hereby authorized to depart from the provisions of Tariff Circular
No. 2, General Order No. 80, and Sectior 24(a) of the Public
Utilities Act to the oxtent nccessary to carry out the effect of
this order; and that the authority herein granted shall be void
unless exercised within thirty (30) days from the effcctive date
hereof e '

IT IS TCREBYFURTEER ORDIRID that, except to the ertent provided
for in the prececeding ordering paragraphs, Applicatibnsvﬁbs.‘27554,
27947, 27948 and 27957 be and they are hereby denled.

I7 IS HTRIBY TURTHER ORDIRED that in all other respects
Doclsion No. 29217, as amended, in Cases Nose 4108 and 4109 shall

remain in full force and effect.




27554~ct al=MB .,

This order shall become effective twenty (20) days from

the date hereof.
Dated at San Francisco, California, this _Dormi  day

of Deccmbder, 1944. w '

Commissioners

-




