Declision No$1

3ZFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the #Application of
Southern California Freight Lines, &
corporation, and Southern California
Freight Forwarders, a corporation,
for suthority to increase their rates
of charges.

Mpplication No. 330&2

In the Matter of the Aplication of
Pacific Freight Lines, a corporation, .
and racific Freight Lines Express, a Applicastion No. 33052
corporation for authority to Increase
rates.
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iopearances

H. J. Bischoff, for Southern California Freight Lines
and Southern Callfornia Freight Forwarders,
applicants.

Warren H. Blscailuz, for Pacific Irelght Lines and -
Pacific Freight Lines Express, spplicants.

T. R. Phillips, for wWestern Growers' Assoclation,
interosted party. .

Reginald F. Walker, for Spreckels Sugar Company,
interested party.

BEnmet w. Nelson, for Almar Sales and thirty-four other
Southeorn California salppers, protestants.

J. C. Kaspar, for California kotor Transport Assocla=- -
tion, interested party.

John Power, for the staffl of the Public Utilities
Commission of the State of Callfornia.

OPINION

The applicantz in those proceedings seek authority under
Section LSL of the Public Utilitles Code to Increase their rates and
charges, with some exceptlons, by 6 percent. The spplications were
heard on a consolidated record beforo Examiner Bryant at Los Mgeles

on Pebruary 27, 1952. .
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Mplicants allege that the costs of rendering their
gervices have Incroased materially as a result of increases in the
prices of materials and supplies, Increases in the wages eand salaries
pald to employeos, and roduced performance of personnel occasioned
by the necessity of employing relatively untrained labor. JApplicants
doclare that thelir present rates no longer ﬁrovide sufficient
revenues, and that the increased rates herein proposed would return
little more than the cost of performing the services.

The principal wltnesses were the president of Southern
Californla Frelght Lines and Southern California Freight Forwarders,
and the general manager of Pacific Freight Lines and Pacific Froeight
Lines Express. These withesses introduced statistical data and .
explained various phases of the operations of their companies.

They described the difficulties of retaining experienced employees -
in competition with expanding defense activities, and explained
various ways in which these difficultles had created operating
burdens and additional expense. Added costs to which the witnesses
testiflied included the direct expense of recrulting and training

replacement drivers and other employees, the indirect losses in

perfermance efficiency, and the cost of overtime penalty wages -
1

paid voluntarily in an endeavor to retaln tralned personnel.

L

The director of safety and personnel for Southern California
Freight Linos ond Southern California Frelght Forwarders developed
in detall the estimated cost of replacing drivers in recrulting
and training expense and in performance loss. Those companies,
with an average ol 850 regular employees, had LL3 employee termina-
tions during 1951. Pacific Freight Lines and Pacific Freight Lines
Expross, with an average of 1601 rogular employees, had 1211 termin-
ations during the year. These figures are exclusive of casual {as
distinguished from regular) employees..
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The witnesses testiliced also concerning various wage

increases and other employee benefits granted bv their companies

curing the year 1991, and concerning the increcased costs of
materials, supplies, taxes and other iltems ol operating expense.
Pacifiec Freight Lines and Pacific Freight Lines Express also
supplied data concerning aanmial fuel consumption in relation to
a recent increase in fuel taxes. Both witnesses declared that
higher costs are anticipated for the future.

The applicants introduced for their respeetive com-

panies various balance sheets and operating statemeats including

the revenues and expenses for 1951 by quarterly pefiods. Thq

1951 operating statements are set forth in Tables 1 and 2 which

follow:
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TABLE No. 1

SOUTHERN CALIFORNIA FREIGHT LINES AND
SOUTHERN CALIFCRNIA FREIGHT FORWARDERS

OPERATING STATEMENT
FOR CALENDAR YRAR 1651

1st 2nd 3rd Lith . TOTAL
QUARTER QUARTER QUARTER QUARTER YEAR 1951

REVENUE

Operating Revenue $1,563,073 $1,571,788 $1,5L7,959 81,715,075 86,398,695 . .
Storage Revenue 989 789 590 982 3,350 . ..

Total Revenues 81,564,862 $1,572,577 $1,548,5L9 1,716,057 $6,402,0U5 <., .-
EXPENSES ‘

Maint. & Gorage Exp. $ 13L,L30 § 138,819 ¢ 133,82L $ 151,L86 §
Transportation Exp. 753,792 7LL,637 761,122 . -843,029 | 3,1
Termiral Exp. : 336,130  338,3LLk 366,17 400,153
Traffic Exp. 25,880 26,252 28,957 . 32,87
Insurance & Safety Exp. 62,280 63,712 62,083 . ¢

Admin, & General Exp. 6L,9u8 . 7h,865 78,162 -

Dapreciation Exp. 3k,269 34,270 .,-23,87L oo

Oper. Licenscs & Taxes 91,643 92,061 87,549 - ..

Rent 2Xp. 12,526 13,548 - .- - 8,962 .

Total Expenses $1.515,898 $1.526,508 $1,550,9L7 fs:;;7o7,059'~-'.-'
Net Carrier Oper. Profit § L8:96L & 146,069 § (2358) §

QTHER INCOME

Income from Serv. Sta. 23,274 26,727 3 25,06L $
Other Non-Oper. Income 2,623 (L, LS1) 2

Total Other Income $ 25 5827 2Sg2§6 2‘§a066 i

Gross Profit $ S 715305_ 33_2628_ 5

INCOME DEDUCTIONS

Exp. of Serv. Station y 5 26,283 25,456 &
Int. on Long Term Oblig. 5,974 7,266
Other Interest Expense - 1
Non-Qporating Expense - - 13

Total Income Deduc. & 5 32,267 & 32,866 ¢

Profit from Opecrations 39,048 & (10,198) &

Earned Surplus AdJ. o
Prior Year (10,185) & 516 § 90,318

Total Profit bofore : B
Fed.Income Taxes 6,00 § 39,564 $ 80,120 §

(C_ ) = Leoss

Note: This table is taken directly from applicants! Exhibit No.
Minor adjustments have been made to eliminate odd cents.
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TABLE No. 2

PACIFIC FREIGHT LINES AND
PACIFIC FREIGHT LINES EXFRESS

OPERATING STATEMENT
FOR CALENDAR YEAR 1951

15t 2nd . 3rd Lth T0TAL
QUARTER ~ QUARTER  QUARTER  QUARTER  YEAR 1951

Fri. Feve~Intercity- .

Common Carrier $2,000,193 $1,968,L73 $2,012,233 $2,058,1LL $8,039,0L)
Frt. Revelocal Cartge. 18,383 1:8,0L8 35,881 45,262 177,574
Other Oper. Revenue 16,159 19,391 17,L67 23,693 76,710

Total Revenues $2,06L,735 62,035,912 $2,005,581 $2,127,099 $8,293,327

Squipment Maint. 275,52 4 2u7,539 & 230,133 § 2L3,803 § 996,927

Transportation EXp. 683,121 683,945 733,98 1,009,511 3,110,558
Perminal Exp. 621,22, 588,251  S7n,L79 587,912 2,368,866
Traffic Exp. 40,382 39,839  Lh,038 Lo,L23 164,682
Ins. % Safety Exp. 126,651 120,902 69,555 151,395 L68,503
Administrative & Gen. 208,371 109,481 111,339 173,LL5 502,636
Depreciation Exp. | 90,101 7,023 95,228 98,234 . 357,586
Op. Taxes & Licenzes 157,330 110,272 17,993 166,320 611,915
Operating Rents-Net 7,752 (527) 1,779 . (283,009) . ( ).

o4y

Total Expomses . $2,110,38L §2,003,725 52,005,525 $2,208,03L. $8,327,668

BED) 5 32,007 § 60,056 § (9%) § (LD

$ G
Other Income § 15,219 & 17,007 § 13,l95 § 13,u73 § 59,20L -
Other Deductions $ 17,127 § 17,088 § 16,736 § 22,118 § 73,089

Net Operating Revenue

Net Income Boefore . . -
S oo Taxes ETZED § 32,106 § 56,85 § (DI § (THIH)
( ) - LoSs ' S '

Yote: This table. is taken directly from applicants' Exhibit No. 3. Minor
adjustments have boen made to eliminate odd conts. .

Applicants did not olier detailod'estimates of operating
results for the future under the present rates or the proposed rates,
such as are ordinarily submitted in proccedings of this naturc. The
witnesses declared that future wages, material costs and other items
of operating expense‘aro too uncertaln to permit of reasonable fore-~
cast. The president of Southern Ca;ifornia Freight Lines and Southern
California Freight Forwarders suggested that for purposes of the pres-
ent application the revenue nceds of his companics mizht be estimated

by rcference to their operating experience for the last six months
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of 1951. He said that this poriod, for the ﬁost part, woﬁld reflect
present wares and.matorial costs. For these reasons this witness did
not submit an estimate of revenues under the proposed raéeé, aﬁd
suggosted no adjustment of the expenses to reflect current or rufure
conditioné. He said that about 90 percent of the revanue‘would‘Se
affected by the proposed rate increases. The general manager of
Paciflic Froight iLines and Pacific Freight Lines Express estimated
that the proposed rates would produce for his companies an annual
revenue increase of about $1.70,000. He said that this was ﬁfimafily
& Judgnent figure, reached after exclusion of interstate and qther
traliie onvwnich no rate inerease was contemplated.2 This Qitness
supplled data‘from which the 1951 expénses might be modified to

reflect fuel taxes established in the latter part of the year.

fpplicants did not cubmit rate base data nor information
from which rate baseg might reasonably be determined. Their witnésges
took the position that the revenue needs o: these companies should be
dotermined solely by reference to the operating‘ratios, and that the
rate of return on the rate base should not be considered in a
"service" industry such as thelrs.

A representative of 35 southern California shippers
appoared as & protestant to the granting of any ratelincrease to the
apélicant companies. This witness ;uggested.that thelestablishmeﬁt
of increased rates dy those applicants would create aiérocedent ahd
cause other carrlers to seek the same levels regardiess ofvﬁeé&.

Her alsd compared applicants! existing rates with those of other
carriers appiicable from, to and within other statéé. He declaréd

that the spplicants have overoxtended thelr services, and he stated

[

According to the evidence, intrastate traffic accounts for approx-
imately 93 percent of the revenues of Southern California Freight
Lines md Southern California Freight Forwarders, and 80 percent of
the revenues of Paciflc Frelght Lines and Pacific Freight Lines
Express.

-6
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tha*t the chief{ reason for their need of additional revenus is inef-

icient operation and not increased operating costs: This witness

cid rnot substantiate his contention or indicate his experience

qualifications. ,

No one else opposed the granting of these applications.
Representatives of Western Growers' Association, Spreckels Sugar
Company, and Califerania Motor Transport Association appeared as
interested parties. Counsel for the Commission's staflf aésisted in
the cevelopment of the record.

Section 454 of the Public Utilities Code provides that
no public utility shall raise any rate except upon & showing before
the Commission and a finding by the Commission that such increase
is justified. When public utilities seek a general increase in
their rates it is axiomatic that a principal question is whether the
proposed rates will return reasonable or excessive revenues. It is
incurbent upon the utilities in such cases to supply data from which
a reasonable determination of the guestion can be made. In rate
proceedings the applicants should develop as much information as
sracticable in order that the Commission may detcrmine properly what
reverues Arc necessary and reasonable under the particular circum-
stances. The applicants in the present proceedings submitted much
information concerninyg cost increases and operating difficulties.

It is not suflficient to{permit precise determinations of future
operating revenues and expenses although it is apparent on this
record applicants are in need of additional revenues. Morecover,
taey are in error in assuming that rate base data are not desired.
Operating ratios and rate bases are both valuable indexes of earning
requirements. Zrroneous conclusions may follow from reliance on any
single formula. In reaching its conclusions this Commission con-

siders all available data without limitation or restriction to any

-7-
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single index. Applicants are put on notice that in future rate
roceedings they will be expected to submit rate dase data as well
as information regarding future operating revenues and expenscs.
From the information submitted by the applicants an
approximation of their futurc operating results undexr the present
and proposed rates can be calculated. Using as a starting point the
1951 operating results, the revenues may be estimated by applying a
6 percent increase to all of the intrastate traffic.h This method
probably overstates the revenue to be expected under the proposed
increased rates.5 The expenses may be taken, as suggested by the
witnesses, on the basis of the latest available six months experi-
ence of Southern California Freight Lines and Southern California
Freight Forwarders, and the full 1951 experience of Pacific Freight
Lines and Pacific Freight Lines Express, with an adjustment for the
fuel taxes of the latter companies. <This method reflects the
average expenseé for the past periods and not the higher expense
levels prevailing currently. To that extent it understates the
future expenses. Upon these gencral bascs the estimated operating
results, under the present and proposed rates, would be as set forth

in the following Table No. 3:

380e Decision No. 46452 of November 20, 1951, in Application No.
32320, Pasadena City Lines, Inc. {51 Cal. P.U.C. 248).

b Except that the bulk petroleum traffic of Pacific Freight Lines is
net involved in these proceedings.

Applicants seck authority in general to increase all of their
intrastate rates except those for the transportation of bulk petro-
leum products and uncrated new furniture, and certain joint rates
mzintained with other carriers not parties to these proceedings. The
witnesces testified, however, that the sought authority probably
would not be exercised insofar as Loec Angeles-San Francisco traffic
is concerned, and that other exceptions might be made between highly
cempetitive neoints. Southern California Freight Lines and Southern
Colifornia Freight Forwarders operate generally throughout the six
most southerly counties and between those counties and the San
Trancisco Bay area. Pacific Freight Lines and Pacific Freight Lines
Express operate generally throughout the territory southerly of
Fresno and San Luis Obispo, and between that territory and the San
Francisco Bay area, Stockton and Sacramento.

-8~
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Table No. 3

ESTINATED OPEZRATING RESULTS

UNDER PRESENT AND PROPOCSED RATES

SOUTHZRN CALIFORNIA FREIGHT LINZS :
SOUTEZRN CALIFORNIA FRIIGHT FORWARDERS

Last Six : ,
Months 1951, Present Rates Proposed Rates
Actual ( snual Basis) { snual Basis)

Operating Revenues $3,26L, 606 #,529,212 $6,893,542
Operating Expenses 3,258,006 6,516,012 ‘6:5162012
Net Operating Revenue . § 6,600 $ 13,200 $ 377,530
Income Tax (1) (1) l98,06h(2)

Net Rovenue After Tax X 6,600 $ 13,200 $ L179,uL66
Operating Ratio™ 99.8% 99.8% 97.4%

PACIFIC FRZIGET LINES
PACIFIC FREIGHT LINZS EXPRESS

Present Rates Proposed Rates
Year 1951, (Year 1951, (Year 1951,
Actual Ad justed) Ad justed)

Operating Revenues 48,293,327 $0,293,327 $8,691, 407
Operasing Sxpenses 8,327,668  £.366,951(3)  8,366,951(3)
Net Operating Revenue § (3L 3LL) $ (73,02L) $ 324,456
Income Tax - - % 169,L46(2)
Net Revenue After Tax & (JL,3LL) & (73,02L) ¥ ,lSé,Olo
Operating Ratio® 100 . L% 100.9% , .§8.2%

No taxable net revenue would remaln after provision for the
deduction of interest.

Moproximated at current tax rates, considering only normal tax
and surtax, without regard to excess-proflt-tax provisions.
foplicants did not supply data sufficient to permlt more
accurate estimate of the income taxes.

Adjusted to include $39,283 additional fuel taxes which would
have accrued had present fuel taxes applied throughout the year.

After provision for income taxes.

_) = Loss
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A3 shown in Table No. 3, the proposed rates would result
in operating ratios after income %taxes of 97.h{percent~for Lo
Sout.herh California Freight Lines and Southern California Freight
Forwarders and 98.2 percent for Pacific Froight Lines and Pacific
Frelght Lines Express. The future operating ‘results must be
expacted to be even less favorable than indlcated by the table,
inasmuch as, as hereinbefore shown, Lt sppoars that the operating
revenues will be loﬁer and the operating expenses and Income taxes
nigher than set forth in the table. Upon this record, therefore,
the conclusion is inescapable that applicanis' present rates are
insufficient to provide rcasonable carnings at current. expenwe
levels and that the rates which they have proposed will not produ@e
gncessive revenues. Under these circumstances the rate increases
will be authorized.

Aside from the matter of the over-all revenues, conslder-
ation must be given to the form of the increases proposed. Hpli-
cants asked that they be authorlized to establish the increases in
the form of tariff suppléments which would provide for a 6-percent
surcharge. The witnesses advocated the surcharge method because 1t
would, they sald, provide materlially greater revenues than would a
direct 6-percent increase in the several rates and charges. No
plausible reason appears, however, why one method should produce
groater revenues than the other. It Is concluded that tariff
supplements containing direct Increase tables would provide a
satisfactory and sultable method of establishing the Increases
promp tly and economicallé. In the interoest of tariff simplification,
the applicants will be directed to cancel the supplements and .
incorporate the increases directly inte thelr tariffs within a

six-month period.




A. 330L2 - 33052 - EM

Inasmuch as these proceedings Invelve the gplicants'
over-all revenue requirements, no study has been made of indlividusl
rates or charges. In authorizing an increase in the rates and
charges by a given percentage, the Commission does not make a
finding of fact of the reasonableness of any particular rate or

charge.

The applicants did not seek authority to establish any

ratos or charges higher for shorter than for longer distances over

the same lino or route in the same direction. Should thoy encounter

Instances in which they consider such departures from tho ﬁrohibi-

tions of Section L6O of the Public Utilitles Code to be necesaary

and justified, they may make application to the Commlisslon for the

necessary authority in accordance with the prov;siqn§_of that section.
Upon careful consideration of &1 of the facts and circum-

stances of record the Commission finds as a fact that the increases

proposed by the applicants in these proceedings are Justified to tho

extent specified in the order which follows.

!

Public hearing having been held in the above-entitled
proceedings, the evidence having been rully‘considered, and good
cause appearing,

1T IS HSREBY ORDERED that dSouthern Calliformia Freight Lines,
Southern Californlia Freight Forwarders, Pacific Ereight‘pinesland
Pacific Freight Lines Express be.and they are heredy authorized to
establish, on not less than ten (10) days' notice to the Commission
ané to the public, an increase of six (6) percent in all rates and

charges in the following tariffs, except that no increase shall be

-
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~

rmade in joint rates In which carriers other than applicants
participate:

Southern California Freight Lines, Local Joint and
Proportional Freight Tariff No. 6, Cal. P.U.C. No. 6.
Southern California Frelght Lines, Local Frelight
Tariff No. 10, Cal. ?.U.C. No. L (Serics of Dale C. Ramsey,
d.b.a. Valley Truck Company). ‘
Southern California Freight Forwarders, Local and
Joint Dxpress Tariff No. L, Cal. P.U.C. No. L.
Seuthern California Freight Forwarders,. Joint Express
Tariff No. 5, Cal. P.U.C. No. 5.
Pacific Freight Lines (General Transfer Division)
Local Freight Tariff dNo. 1, Cal. P.U.C. No. 1.
Paciflc Freight Lines and Paclfic Freight Lineu
Express, wocal and Joint Freight Tarlff No. 7, Cal P.U.C. No.
(Series of C. G. Anthony, Agt.).
Pacific Frelght Lines and Pacific freight Lines Express,
Local and Joint Commodity Tariff No. 19, Cal. P.VU.C. No. 15.

IT IS HERZBY FURTHER ORDERED that the applicants may
establish the increased rates and chargos by increase tébles to be
set forth in supplements to the tariffs, subject to the condition

that within 180 days after the effective date of such supplements

the increased rates and charges shall be incorporated intdtthe tariffs

and sald supplements cancelod. In comnection with ratés.baéed upon
a multiple, portion or percentago of mother rate (such as one and
ono-half times lst class, one=-hall of Lth class or 120 percent of
Class E) the increases herein authorized will be gpplied to the
basic rate. In computing the increased rates and charges the
following will govern in the disposition of fractions:
Jhere present rates or charges are 10% cents or less:
Fractions of less than % or .25 of a cent omit.
Fractions of 4 or .25 of a cent or greater but
less than 3/L or .75 of a cent will be
stated as 1/2 or .50 of a cent.
Fractions of 3/L or .75 of a cent or greator,
inerease to next whole figure.
where present rates or charges are over 10% cents:
Fractions of less than 1/2 or .50 of a cent omif.

Fractions of 1/2 or .50 of a cent or greater,
increase to next-whole figure.

=12~
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IT IS HERERBY FURTHER ORDERED that the autﬁoritﬁr herein
granted is subject to‘;he express conditlion that spplicants herein
will never urge before this Commisslion in any proceeding undéf
Section 734 of the Puplic_Utilities Code, or in any other précéeding;'
that the opinion and order herein constitute a finding of fact of
the resasonableness of.any particular rate or charge, and thaf'thé
filing of rates and charges pursuaﬁt to the authdrit& hereiﬁ
granted will be construed as consent to this conditioﬁ;j |

IT IS HEREBY FURTHER ORDERED that the authority herein

ranted shall expire unléss exerclsed wi thin sixty (&0) dﬁys affef
the offective date of this order. o

This order shall become effeétive twgnt§ (26)ld§yé artgb

the date hereof.

Date¢ at San Francisco, California, this ~ /¥ day

of ____g&d;/ , 1952.

za Presidext

Commissioners




