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Decision No. v ':> 

BEFORE THE PUBLIC UTILITIES COM1l1ISSION OF THE STATE OF CALIFORNIA 

In the Matter of the ppplication ) 
of Diroct Delivery System, Ltd. ) 
for authority to assess less than) 
minimum ra.tes. ) 

Jpp11cation.No. 2$58$ 
7th Suppl~ental 

H. J. Bischoff, fnr applicant. 

1'1. S. Ba\.ttll, tor Rate Di vi~ion, Transportation 
Dep artment .. Public ·Utili ties Commission 
of the State of California. 

SUPPLE:v'££NT.AL OPINION 

By prior orders in this proceeding Direct Delivery 

System, Ltd. has been authorized to charge lesser rates than those 

applica.ble as min1ma in connection wi th the transportation of 

diatoma.ceoUs earth and sacl<:3 between the plant of 'D:l.e Gre~at Lakes 

Carbon Corporation .. near Torrance, and points within that city. 

The present authority will expire with May 17 .. 1952. Jpp11cant 

seeks extension of the authority for a year. 

public hearing of the matter was held before Examiner 

Aberna.thy at Los Angeles on March 28, 1952. 

~plicant's president testified to the effect that the 

present rates are sufficiently profitable. Revenue and exp~se 

figures which he SUbmitted to show the results of the operations 
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involved during 19$1 ar(, as tollows: 

Operating Revenues 

Operating ExpMses 

Maintenance 
Transportation 

, Terminal 
Trai'tic 
Insurance 8l"ld Satety 
Administration and General 
Deprec1 at10n 
Operating Licenses and Taxes 
Rent 

Total O:p eratj,ng Exp enses 

Net Op erating Revenues (a) 

Operating Ratio (a) (b) 

~3.)9~ 
7,41¢ 

80 

658 
3,400 -

932 
410 

(a) Be:fore allowance tor iJ:lcome taxes. 
Income taxes were not computed. 

(b) As computed by Commission staft. 

!tt\I.6,322 

~ 2,459 

86.9% 

'lhesa .figures, the witness sta.ted, for the most Ptu't represent the 

a.ctual revenues and expenses directly assignable to the operations. 

In some respect's the expense tiguros are tbe result ot allocation 

ot expenses incurred jointly in the perfor.mance of other tran~or­

tation services provided by applic ant c'r by attili ated comp anies. 

Assertedly, where allocations wore ma.del the resultant divisions ot 

expenses amongst the several operat1on~1 were :fair and appropriate 

to the operation 31'ld" i.f Eirlything, they tended to assign to the 

servl.ces involved herein t~ greater anount ot expense than was 
1 

actually incurred. 

1 
At the hearing it wa:3 developed that the method of allocations 

which was used resulted in an understatement ot administrative and 
goneral expenses chargeable to the services involved herein. By an 
exhibit received subsequent to the hearing applicant undertook to 
sUbmi t corrected data.. 'me foregoing figures reflect the correction • 

. , 
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The rate authority which applicant seeks for the coming 

year is virtually the s,ame as that which was granted originally in 

this proceeding in 1944. Applicant's president attributed the 

continued profitableness of the rates heretofore authorized largely 

to the fact that the service is such that old, fully depreciated 

vehicles which would bE~ unsuitable for other operations can be used 

to advantage without excessive repair costs. He said also that the 

shipper cooperates closely with. ~is company, to achieve effie'ient 

handling of the property involv~d. Mor'eover, the quanti;ey o'f 

property which has been offered for transportation has been sub­

stantial during the past year. 

~\:ith respect to future oper';ltions applicant's 'president 
, , 

anticipated a continuation of the pre~~ent margin between rev.enues 

and cX?cnses. l'li th one ~xception, he foresaw no likelihood of any 

material increase in present expenses. With respect to that excep­

tion, he said that hi~, company's contract with The Great Lakes 
, 

Carbon Corporation provides for compensating a.djustments in the .--
transportation rates in issue herein. 

The western traffic manager for The Great Lakes Carbon 

Corporation submitted testimony in support of the applicatfon. 

::ie stated that his company's operutions are materially uf':£'ected 

by the nation's defense activities and that in recent months the 

compcny's plunt near Torrance has been operating at capacity. 
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'iii tb resp Gct to future op erations he was untW1.11ing to predict how 

long the present x-ate of production would continue. However, he 

indicated that a le~sen1ng in production. may be expected. Although 

he said he was unable to state quantitatively the amount of the 

expected docline, he W8.$ of the opinion that it would not be so great 

as to reduce applicant's operations below an efficient level. 

No one 'appeared a.t the hearing in opposition to granting 

of the application .• 

The dvidence is convincing that th.e rates which applicsnt 

has assessed and which it proposes to assess during the coming year 
ha"e b~en adequately compel'l.satory. As has been noted hereinbefore 

tlle prot1 tableness of tho rates was attricuted by applicant' s p:resi~ 

dent to three pr1ncip al ractors: (a) operating efficiencies, 

(b) close cooperation of the Shipper, and (c) the substantial amount 

or the property which was transported d1lring the year. Of these 

three factors it ap~ears that the first two have been characteristic 

of the operat1ons for the past several years but tha.t the third is 

an abnormnl condition which is limited by the length of t1m.e that 

The Great Lakes Carbon Corpora.tion will find it advantageous to 

opera.te its Torrance plant at peal..: or near peak capacity. It 

appears that the degree of the sufficiency of applicant's earnings 

from the rates involved herein is related qUite closely to the 

ext ell t that The Great takes Carbon Corporation main ta1ns or 

approaches plant cap ae1 ty prod.uction. From statements t1led 1x! an 

ear11er phase or thi s proceeding it 1 s noted. that during the f1rst 

six months of 1951 epp1ie~lIlt realized. approximately ~OO in net 

earnings from gross revenues of ~,200. During the latter half of 

the yea:r: applicant earned in excess of :,A, Sao. from gross revenues o:f 
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about ~10,600. Thus an increase of $2,400 in gross revenues during 

the second half of the year resulted in an increase of ~1~200 in 
2 

applicant'3 net rcvcnucc. It is clear that where a carrier's 

profit potential is clos~~ly related to the maintenance of above­

normal operations by the shipper, as appears to be the case here, a 

prospective reduction in volume of shipper operations may have a 

substantial effect upl~n the carrier I s earnings. In view of th,e._ 

lack of definiteness with respect to the volume of traffic which 

The Great Lakes Carbo:n Corporation will tender applicant for 

shipment during the coming year, it must be concluded that there is 

considerable uncertai,nty with respect to the volume of earnings 

which applicant may attain. 

Another uncertainty pertaining to volume of applicantts 

net earnings for thc coming year relates to the effect upon those 

earnings of such increases in costs as applicant may experience. 

Applicant's president relied upon the terms of his company's contra~ 

with The Great Lakes Carbon Corporation for establishin,g adjustments 

in the rates $0 as to compensate for certain increased, expense. 

However, it is noted that the terms of the contract are subject to" 

tho proviao tbat:'i'lo adjustmont in the' :ra'l:e5'~shs.ll 'be' made .if othe~ 

:factors compensate f'o,r~, th'e'" in~.t'eaze. It appears that for the pur­

poses of this proceeding the contractual provisions are to indefi~ 

ni te to permit such ready adjustment of t,he rates as may be neces.sary 

as a result of a cost increase. More:over, it is noted that the con­

trec t 'tdll not become effective unt~il Commissio:n approv.al is ob,tain'ed by 

2 These figure~ reflect the correction made by applicant's president 
in the general and administrative expense allocated to this-oper-
ation. • 
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app110ml t to trD.."lsport .. dl atom D.C('IOUS ~Hlrth Rt les.9~r 

rat!'::! thM minimum. from the plant of 'lhe Great Lakes Carbon 

Corporation to Harbor Ci ty. No proposal by app11can t to perform 

the transporta.tion as described to Har'bor C1 t:r is before the 

COIl".mission and it is not .!mom when or it such a. proposal will be 

submitted tor the Commission's approval. Under the circumstances 

it is apparent that v()ry littlE) it sny weight ean be given to the 

terms of t~e contract. 

Despite the infir.mities of the reoord the evidence is 

persuasive that for the next several m'onths applicant will be able 

to continue to attain sutficient net earnings from perfor.mance of 

the transportation in question at the sought rates. Accordingly~ 

the Commission is of the opinion and it hereby finds that the 

sought rates are reasonable and that the authority heretofore 

grAnted .::Jhould be extendod tor the ensuing six-month period unless 

sconer cancelled, ohanged or extended by appropriate order of the 

Commission. Any extension ~f the SOU~lt authority beyond six 

months ha.s not been shown on this recol:'d to be warranted. To 

prevent lapse of applioant's present authority the authorization 

hereinafter granted w1l1 be made e.f1'eotive May 18" 19S2. 

o R D E R -----.. 

Publio hearing 01' the above-entitled supplemental applica­

tion having been held" the evidenoe received therein having been 

carefully oonsidered" ,and good oause appearing, 

IT IS HEHEBY ORDERED that the exp1ration date or the a.uthor­

ity granted to Di~ect Delivery System, Ltd. by Decision No. 41920 

of August ,3, 1948, as ~lmended, in this proceeding be and it is 
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hereby extended to ~ov~be~ 18, 1952, inclusive, unless sooner 

e.b.anged or further extended by order of the Commission. 

This order shall become effective on May 18, 19$2. 
. ~ 

Dated at San Francisco, Ca..1.itorn1a, this c21~' day of 

April, 19.52. 

C 1 1 Jun. Z. Cn.m •• - .... -. om lUI oner ....... __ • __ ._ . , ue"DI 
necesl,:u-lly absont, did no~ :po.rt1elpa.te 
in th., 41.~11 t10n of W. Focee41q. 
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