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ORIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THi STATE OF CALIFORNIA '

Decision No.

In the Matter of the Application of
Margaret M. Bridges, Agent, Southern
California Carloading Tarmf; Bureau,
for an Order auwthorizing increases in
the rates and charges for tihc scrvices
of loading and unloading cars atv
marine terminals situated in Southern
Cealifornia at ports including San Luis
Obispo and south thereof.

Application No. 29248
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Appearances

John C. McHose, for applicant, P. J, Arturo, Lester
A, Bey, B. F. dg;lggg Joss J, Eradley, H. A. Hcliericn,
R. J. Jones, James A Koller, W, DLAIMWTGHCG H. A Leatart
udwin K. hebonaid,. g;_FL_Miller eI worgan, gpbert S hcml
W, G. 0'barr, L. k., Osborne, M. C.. njan, A, ¥, Sehumacher,
Larl J. bhaw, T. R. Stetson, and K. L. vVere for various

shippers, organizations, and other Tntorested partiess.

T™he Southern California Carléading Tariff Bureau is a
voluntary assoclation whose members are engaged in public utility
operations of loading and unioading railroad freight cars at various
Celifornia ports south .of and including San luis Chispo. By the
assoclation's apnlication in this proceeding, the members seek
authprity to estabhlish incrcased rates and charges and to effect a
ceneral revision of their tariff. The proposed changes are the

same as those before the United States Maritime Commission in its

Docket No. 651, In the Matter of Carloading and Car Unloading

Charres at Southern Californla Ports.

Public hearings were had at Los Angeles before Examiner
Abernathy. Briefs have been filed. The matter is réady for
1

decision.

b
Hearings of the matter were had concurrently with further hearings
in Docket No. 651 hefore Examiner Furness of the Maritime Commission.
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Generally speaking, the carloading and unloading services
involved in this wroceeding are some of o rnumber of services per-
formed by the members of applicant association in loading and unload-
ing ships. Cargo destined to move in water-borne commerce Is
received in railroad cars or in trucks at the docks of the various
vorts. That which is receceived in rail cars is cither loaded by
applicant companics directly into occan going wvesscls or is unloaded
onto the docks and subscquently loaded into ships. Inbound shipments
arc handled in the same way hut in the reverse dircction.' Carload-
ing and unloading services (sometimes referrcd to herein as car
servicing) are porformed only in conncetion with shipments which
move by rail car and include handling of shipments "bctwcen plle on
dock and railroad car, or vice versa, or as specified, but do nog‘
include handling dircct between ships' tackle and railroad car."
Carloading and unloading assertedly comprisc about 15 per cent of

the toval operations ¢of the applicant companics.

Applicants allege that their tariff rates for car serviec-
ing are not compensatory. The goneral maﬁager ¢l the Outer Harbor
Dock and Vhari Company, one of thc,applicﬁnts, asscrted that the
rates, as originally cstablishcd in 1941, werc not founded on costs
but largely were a result of negotiations with shippers and other
interested parties, He saild that operating costs, particularly those
incurred for later, have increascd substantially since 181, Vhen
the rates were first cstablished, the prevailing wage scale for car
workers was 90 cents per hour fer an eight-hour day; the current
scale provides for a wage of $l.67 per hour for a six-hour day.
Overtime wage rates have increased from $1.35 per hour in 194l to
%2.50% per hour at the mresent time. Overtime expensc, the witness
asscrtcd, has incrcased not only beeause of the higher wage rates,

but becawse the companics find it necessary to cmploy workers on an

2 . . . .
souchern California Tariff Durcau Terminal Tariff No. 1, C.R.C. No.
1, Margaret Dridges, Agent. Rule 10,
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cight-hour basis and to pay overtime in order to obtain labor, He
said that the tariff ratos had been incrcascd since they were

cstablished, but that they still do not refleet costs. He declared

. ) :,
thét &11 0{ {ne applicant membors of the association were currently
incurring substantial losses from their carloading ond waloading

operatlons.

e manager of the Outer Harbor Dock and Whorf Company
stated that apnlicants in this procecding proposed revision of their
tariff ratcs, rules and rcgulatioﬁs to a basis commensurate with the
costs of providing the car scrvieces. He sald thet to this cnd they
had causcd o study to be mace of the carloading ond unloading opera-
tions which they had gcrformed during the fiftcecn=-month period cn§—
ing with Mareh, 1943.J This period was scleeted beecause 1t was rcla-
tively free from work interruptions and becousc it was deémcd rcpré-
sentative of normal conditions. On the basis of the study which was

nade, the rates herein proposcd were devedoped.

-

3. .
In Deecember, 1945, applicants inerecascd their rates 34 per cont
under authority of Decision No. 39615 (%0 C.R.C. 3831).

L

According to financial stotoments submitted by three of the com-
panics, their 1947 corloading and wnlonding operations resulted in
out-of-pocket lossecs, before any allowance for overhcad or profit,

as indicated by operating ratios of 107.%, 120.3, and 120.5 per cent.

SThe study dld not cover 21l of applicants! carleading and unloading
scrvices but only those involving shipments handled "between rail-
road car and pile on dock." Lxeluded from the study were data por-
taining to shipments which had been unloaded from rail cars and
loaded on ships, or viee wersd, without first being brovght to .a
place of rest on the docks. Applicants designate the laticr opera-
vions as "eontinuous" eor Mdircet" depending on whethor the shipments
are transported over the doek between the cars and ships or wiaecther
the shipments ore handled by the ships' tacklce dircetly from or to
the cars. Applicants assort that in the coatinuwous" ond "direct!
opcerations the expenscesof car serviecing arce commingled with those

of stevedoring and that they know of no socwnd basis for segregating
the expenses applicable to cach seorviee.
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A rate consultant, a cost analyst, and a public accountant,
vho had all been employed by applicants to make studies of the costs
of carleoading and car unloading, introduced and expiained exhibits
sctting forth the rcsuits‘of thelr studies. The rate witness testi-

fiecd that except for shipments handled in "continuous" or in "direct"

rnovements, data had been furnished him covering every car handled by
the applicant companies in their carloading and wnloading operations
during the 15 months through March, 1S48. Upon the.basis of these
data he developed the man-hours expended per ton in loading or
wnloading the various coﬁmoditigs vhich were covered by the study.
Ucing labor cost figurcs which included, in addition to the hourly
wagé rates, allowances for items such as vacation pay, compensation
insurance, uwnemployment insurance, and the overtime a lowances which
the companies assertedly must phy in order to obtain labor, the
witness calculated the dircect 1&£or costs per ton for loading or
tnloading cach of the separate commodities. The direct costs were
then expanded by 42,86 per cent in cccordance vith the "Edwardse

Differding Report " (Casc No. 4090, Investigation into the Rates,

Nules, Regulotions, cte, of Encinal Terminals, et al,, %0 C.R.C, 107)

ir order to allow for overhecad cxpense and to produce full costs
beforc any provision for profit. The rate witness submitted cs an
oxhibit a tariff containing rates designed to return the costs as
developed in his study. The tariff, in addition to containing the
rates sought by agplicants in this proceceding, includes other

proposcd changes.

Some of the more important changes are: Redcfinition of the
scrvices classificd as carloeding and car wnlcading; cstablishment
of hourly rates in liew ¢f somc rates now stated in cents per ton;
and cancellation of a numbher of rates for commoditics for which
applicant assertedly had not been called upon to provide carloading
or unloading sexrvice during the 15 months covered by the study.
Regarding the last named change, opnlicants stipulated that they
would reestablisn rates for any of the commoditics involved should
need theorefore arise within twelve months from the date of the rate
cancellations. o

wlpm
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The cost analyst, by his cxhibits and testinony, undertook
to show the basis of the wage costs used by the rate witness in
developing man=hour costs for loading and unloading cars. He clso
submitted cvidence to show the justification for cxpanding direcct
costs by 42.86 per ecent in accordance with the formula in the
"Edwards-Differding Repert" to arrive at total costs. He sald that
tac formula was developed after 2 study of coSt factors involved
in terminal cperations; that a study of carloading and car wunloading
costs in 1939 and 1940, vhich was made on hehalf of the United States
naritime Commission, developed o similar rclationship between dinvect
costs and overhead; and that from his own oLservations of the
cenditions governing carloading and unloadiné operations in the
Los sngeles and San Francisco harbor areas, he was of the opinion
that the formula provides a sound basis for cost determinations in
the presoent procceoding. He deelarced that the same relationship
currently preovalls between dircet costs and overhead cxpense as it
did in 1936 and in 1939 and 19%0. The witness said, however, that
he had not made a detailed check of the cost 'rolaéionships at the
present time. The accountant-witness also submitied data which he
had developed relative to nresont woge costs and to overhcad expensc.
The wage costs of the accowntant were almost the same as those of
the cost andlyst. 'fAth respect to overhead cxpense, however, the
accountant stated that a study of 1946 costs of five of the applicant
comnanics indicated that overhcad costs for that year were 1.1 per
cent of dircet costs.7

Other wiltnesses who testifled for applicants were repe

resentatives of the scparate companices. The testimony of thesc

M NI MR L S . PR Ve eve—

7

T was stated on behall cf applicants that although it was believed
tant the "Edwords-Diflcrding Report! provided o better basis for
¢stablishing overhead costs, the relationsinip doveloped by the
accowntant would be acceptadvle for the purposes of this preeceding.

-5-
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witncsses was dirceted principally to deseribing the handling of
shipments in their cor servicing operations particularly with
rcespect to speeific commoditics.

Representatives of shippers and of various shipper
organizations gppcarcd in opposition to gronting of the application.
In general, tihey did not oppos¢ rate inereascs reasonably recessary
tc compensate applicant componics for higher operating costs.

Tnelr view, however, was that the sought rate increases were
execessive and unreasonable, They contended that the cost study
upon which applicants bascd their propnosal was not a truc reflee-
tion of applicants' curloading and unloading cxpcricncc‘bccagsc

of the oxelusion of data pertaining to shipments leaded or unloaded
in "continuous" opcraticns. They asscrted that opplicants assessed
the same carlcading and unloading cherges for h&ndling thcse ship-
ments as they did for handling shipments “"between plle on dock

and railroad car," and that the handling costg of such shipments
should also be considercd in this procceding. Referring te the
cost figurcs spocifieally, the shipper witnesses contended that

the figures should not include a2llowance for overhodd expensc,

sincc car secrvicing is a small part of applicants' gencral oncra-
tions of loading and unloading ships. Onc witness argucd that in
cstablishing rates for car servicing, consideratien should be

given not only to costs but to other rate factors such as the

valuc of thc commoditics, the volume of mbvcmcnt, and what the trolfle
can beoar. He said that o number of the commeditics shipped by water

and handled by applicants in the services involved herein were

8 -

Applicants' witnesses declared that had cost figures for the
earloading and wnloading operations invelved in '"eontinuous" mevew
nents been included in the study, the resultant figures wouwld have
been higher than those shown., They said that in 'Yeontinuous" nmove-
wents tie loading or wnloading of cars nust ve gearcd to the unload-
ing of or loading of the ships and are subject to the delays
cxperienced in the latter opceration.

b=
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of low value and move in large quantities. A number of the shippers
testified that they are in active competition in the world's markets
with other producers and manufacturers ancd that small increases in
their costs which must be reflected in the selling prices of their
products exercise considerable effect upon the volume of their sales. -
They urged that such rate increasce as may be authorized be no higher
than are necessary to maintain apglicants' carloading and unloading
operations.

A representative of the Los Angeles Chamber of Commerce
participated in cross-examination of the witnesses'for the purpose
of assisting in the development of the record. He stated that the
Chamber of Commerce had no objection to reasonable rate increases
which were shown to be justified. He questioned; however, whether
the various factors uscd by the applicants in their study provided
2 sound and sufficient basis for establishing the proposed rates, or
whether applicants had justified other of their sought‘tgriff changes.

The cost study and related data which applicant companies
offered in cvidence in this proceeding do not justify the sought rate
inereases and tariff revisions. In certailn respects the data are
meager or deficient. The volume of the tonnage reported by the
companies with respect to a nuaber of commodities is notv sufficient
to provide a representative basis for establishing rates. Tonnage
figures werc reported for 146 commodities or commodity classifica-
tions. The tonnage thch was reported for morc than 55 per cent of
the commodities was less than 500 tons and that reported for 24 per
cent of the commodities was less than 100 tons. The evidence indi~
cated a considerable diversity ameongst the applicant companies in the

physical aspects of their operations, the operations of some being

more mechanized than of others. Since the data related primarily to

carload shipments, it appears that where the tomnage involved is

relatively small the cost figurces would be a reflection more of the

iy i
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operations of one or a few of thec companics instead of a representa-
tive group. The exclusion from applicants' study of data relating

to the car services performed in connection with shipments handled

in "continuous®™ movements between ships and railroad cars also impairs
‘the value of applicants' cost figurcs. Witnesses for some of the
applicant companies tostified that of the total volume of the tonnage
handled less than 10 per cent was loaded or unloaded in "continuous"
movements. The record is clear, howcvér, that for cecrtain commodities
the tonnage which was involved was substantial. Although applicants
contended that the inclusion in their study of data pertaining to the
car servicing performed in "continuocus” movements would have rosulted
in higher total costs, the validity of applicants' contentions in

tels respect is not so apparent that their conclusioﬁs can be accepted
without supporting figures to show thc ¢costs ol car servicing as |
developed either by direct cost studies or as 2 result of fairly
segregating stevedoring costs from the total costs incurred in "con-
tinuous" movements.

As heretofore indicated, the labor costs used in the cost
study reflect a working day of eight hours including overtime of two
hours. Applicants assertedly must employ workers for 2 minimum of
eight hours daily in ordcr to obtain labor. It oppears, however,
that the labor contract is bascd upon a six-hour day. Applicants

2y be obligated by expediency in certdin.rGSpects to employ workers
for eight hours and to pay overtime allowances. Nevertheless,with-

out o clear showing of justification, the contractual provisions can-

not be wholly disrcgarded with the result that the total amount of

the overtime payments be included in a basis for rate increases.

The formula used by the cost analyst for expanding direct
costs to 2llow for overhcad expensc was predicated upon conditions
in 1936 or before; the overhecd allowance developed by the accountant

was based upon incomplete figures for the year 1946, admittedly not

-8




A. 29248-AH

a representative year. Neither the cost analyst nor the accountant
had made any specific studies of current overhead costs, including
thosc a2pplicable to the carloading and unloading tonnage handled by
applicants in the "continuous"” movements. The amouhts c¢laimed for

overhead cxpense have not been justificd.

In other reospects the evidence docs not substantiate the

a2lleged nced for the sought rates and other teriff changes. The

financizl statements which were submitted by three of applicant com-
ponics do not reflect the rates which are involved herein, for appli-
cants admittedly have not been assessing the rates aqd charges they
have on file with this Commission.9 It appears that the‘ratcs which
were assessed are higher in a number of instances than those set forth
in applicants' Terminal Tariff No. 1, C.R.C. No. 1. However, none of
the three companies specifically undertook to show what their oper-
ating experience would have been under the rates which they are herein
seeking to increase. Another infirmity of the financial statements
stems from the exclusion of data pertaining to shipments handled in
"continuous"™ movements. Inasmuch as applicants did not segregate
their revenues and exﬁenses as between the car servicing and steve-
doring operations involved in the Mcontinuous" movements, there is no
basis for estimating the financial results from the total carloading
and car unloading services which applicants perform.

Applicants' evidence was related almost wholly to costs.
Costs are an importent factor in establishing reasonable rates, but

they are not normally.the sole factor, particularly when the sought

9

The rates and charges which applicants have been assessing are those
which they have on file with the United States liaritime Commission.
Applicants apparently believe that the rates on file with this Conm-
mission apply only to coastwise traffic between California ports.
Their Terminal Tariff Ne. 1, C.R.C. No. L, however, specifies that the
rates, charges, rules, and regulations therein "apply on all water=
borne commerce, except coastwise." The tariff which applicants have
on file with the United States Maritime Commission specifies that it
applies to "Interstate Vater-Borne, Foreign or Offshore Commerce.m

oo
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rate adjustments are general and substantial. Applicants did not
undertake to show the reasonableness of wholly disregarding, in this
procceding, rate-making considerations other than costs. Virtually
rno evidence was offered to show the reasonableness and propriety of
the rule changes and other tariff revisions which were proposed.

Although the sought rate increases and other changes have

not been shown to be justified on this record, the evidence clewrly
shows that since cpplicants' rates were last considered in 1946, W
labor costs have advanced substantially. Consideration being given
to this fazct, and to the fact that applicants' operations have .been
shown to be unprofitable, the Commission may find a uniform percent-
cge increcase in the rates is justifiod. Increases, however, may not
be authorized over those rates which applicants have proposed in their
application and in notices to shippers and to other intercsted
partics. Ncither may inercases be authorized in this instance in the
car servicing rates other than those applicable to shipments handled
"petween pile on dock and railroad car, or vice versa." With these
exccptions the rate increases which could be allowcd would be 20 per
cent. It appcars that such omount would enable applicants to mect
inercascs in wage rates of the past two ycars and would provide o
small amount for additional overhcad expense. Applicants should con-
sider rate increcases which are herein authorized as being of the
nature of emergency rate relief pending further adjustments in their

ates. They should continue their cost studics and rate analyses
with the view of making 2 supplementary showing to the end that

necessary rave adjustments can be made and Jjust and reasonable rates

can bo maintained.

Upon careful consideration of 21l of the facts and circum-
stances of record, the Commission 1s of the opinion ond finds a3 2

fact that an inercase of 20 per cent in applicants' ratces and charges,

=10-
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except as provided in the Order which follows, is justified. To this
extent the application will be granted. In all other respects it will
be denied.

ORDER

A public hearing having been had in the above-entitled
application, and basecd upon the cvidence received at the hearings
and upon the conclusions and findings set forth in the preceding
opinion,

IT IS HEREBY ORDERED that the carloaders named in the

cbove-entitled application be cnd they are, and each of them is,

hercby authorized to establish, on not less than five (5) days’

notice to the Commission and to the public, rates and charges not
to cxcced twenty (20) wmer cent higher than those now sct forth in
Southern California Carlozding Tariff Burcauw Terminal Tariff No. 1,
C.R.C. No. 1 of Mergaret M. Bridges, Agent, subject to the follow-
ing excepmiéns: '

1. The increcascd rates and charges herein authorized
shall nct apply to carloading and car unloading
services other than those performed in conncetion
with shipments handled betwecn pile on dock and
railroad car;

The autﬁority herein grantced shall not be used
to cstablish rates and charges an excess of those
sroposed for the same services in applicants!
proposed tariff which was submitted as Exhibit

“No. 47 a2t the public hearings in this proceeding.

IT IS HEREBY FURTHER ORDERED that in 2ll othexr respects the

application be ond it is hereby denied.

-1ll~
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IT 16 KZREBI TYRTHER ORDERED that in' computing the in-
creascd rates and chirges herein authorized the following will govern
in the disposition of rroctions:

Where prezant rates or charges are 10 cents or less:

Froctions of loss than # or -.25 of « cent omit.

Froetions of # or. .25 of a cent or sreater, but
less ther 3/4 or -.75-of o cedt will be stated
2t & or .50 of a cent.

Fractions of 3/4 or .75 of o cont or greater,
incr.ase to the next whole figare.

Where present rates or charges ere over 10 cents:
Fractions of less than & or .50 of & cent omitl
Fractions of ¥ or .50 of o cont or greater,

inerease to the next whole figure.

IT IS FERERBY FURTRER ORDERED thaet in applying the incrcaseé
hereinabove zuthorized, the rates specifically set forth in the
toriffs involved in this application shall be increased before com-
puting rates which are bascd on multiples or pereentages of rates or

ratings. .
IT IS HEREBY FURTHER ORDERED that the avthority hercin

granted shull expire ninety (90) days from the cffective date of
this order.

Tis ordcer shall become cffective twcnty'(ZOJ’dayé from

the date hereof. . p

Dated at San Trancisco, Californiz, this -=3ﬂ6'~ day of

November, 1048

-
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