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Decision No. 47:155 

BEFORE THE PUBLIC UTILITIES COMMISS'ION OF THE STATE OF CALIFORNIA 

In the Matter of the Applicat10n ) 
ot DIRECT DELIVERY SYSTEM. LTD. ) 
for author1ty to assess les3 than) Application No. 33160 
m1n1mum rates. ) 

---------------------------) 

Appearances 

H. J. B1schoff, for applicant. 

Milton S. Baum, for Rate D1vision, Transportatlon 
Department, Public Ut11itles Commission of 
the State of California. 

OPINION 
---~--- ... 

Direct Delivery System, Ltd. 1s engaged 1n the transporta­

tion of property under authority of a permit authorizing operat1ons 

as a highway contract carrier. By this application it seeks 

autbority to assess lesser rates than those applicable as m1nimum 

tor certain transportntlon whlch 1t performs tor The Great Lakes 

Carbon Corporat1on. 
. ~ " 

Public hearing of the matter was held before Examiner 

Abernathy at Los Angeles on March 28, 19$2. Evidence was presented 

by applicant's pres1dent and by the western traffic manager ot The 

Great Lakes Carbo~ Corporation. 

The Great Lakes CDrbon Corporation m1nes and processes 

d1atomaceous earth. It operates a processing plant at Lompoc and 

obtn1ns the crude material for its plant from a quarry about 8 miles 

froe Lompoc. This proceeding relates to the rates for the transporta­

tion of the crude material from the quarry to the plant and the 

transportation ot waste material away from the plant. 
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According to applicant's contract w1t~ the shipper, a copy 

of which was submitted 1n evidence, the transportat1on 1n question 

consists ot the movement of more than 144,000 tons or material during 

th~ ensu1ng year. Applicant propo~es to provide this service by 

means of two v~h1cle-comb1nationsl each con~1sting ot n tractor and 

semi-trailer and trailer. The operating schedules call tor 10 round 

trips por daYI s1x days a week, between quarry and plant. on each 

trip the vehicles are loaded to max~um legal capacity. Vehicle 

loading is accomplished under chutes and unloading is done by gravity 

by opening gates in the bottoms of the vehicles. As a eonsequence, 

no direct handling ot the material, 1n addit10n to the transportation 

thereot, 1s r~quired of app11cant. 

Applicant is seek1ng authority to provide the service at a 
'\' : -: '" 1 

rate of 37 cents per ton, minimum weight 20 tons per shipm~nt. Data 
" " I". 

were subm1tted by app11cant's pres1dent to show that the full cost of 

the service, plus an allowence tor prof1t and tor interest on 1nvest-
:'1 i,. ~ '.I ! : • ~ ': > • 

2 ment, is 36.95 cents per ton. The cost figures, the witness .~?id, 

are average figures and reflect appl~cantts actual operating e~er1ence 
I" I' I ·,1, 

~n op€,rating the type of vehicles u.sed in the service here1n involved; 
I • ~ " .' ; 'I" ., • '. 

also they reflect current operating experience ot Southern California 
.. ,;'1 . ,. ,l 

Fre1ght Lines, a highway common carrier and an affiliate 01' applicant • 
. ,e I , 

1 
The minimum tonnage rate which applies to this tr~nsportation, as 

provided in City Carriers' Tariff No.6, Highway Carriers' Tariff 
No.7 (Ap:pend1x "Art of Decision No • .32.566, a.s amended, in Cases 
Nos. 4246 and 4434) is 66 eents per ton, minimum weight 7 tons per 
shipment. The tarift also provides hourly rates which mayor may not 
result in higher charges than the tonnage rates, depending upon the 
size of the equipment used and the time factors 1nvolved. 

2 
In arriving at the f1gure of 36.9$ cents per ton, the cost figures 

were expanded on the basis of an operating ratio of 93 percent to 
include prov1sion tor prof1t. 
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The traffic manager for The Great Lakes Carbon Corporation 

test1fied in support of the application. He stated in effect that 

hi$ company prefers not to enter into the transportation field unless 

necessary to obtain reasonable costs for movement of its materials. 

He urged the speedy authorization of the rate sought by applicant, 

inasmuch as the operations of his companyts plant at Lompoc were 

being set at capac1ty levels. 

No one appeared in opposition to granting of the applica-

t10n. 

Applicant has herein undertaken to est~b11sh the reasonable­

neS5 of the sought rate by endeavoring to show that the rate is 

profitable.3 The record is persuasive tnat because of the volume 

of traffic involved and the type of vehicles which may be used, a 

somewr..a.t lesser rate than that currently applica,!"le as minimum would 

be reasonable for the service. However, applicant's showing regarding 

the profitableness of the precise rate which is sought is not con­

vincing. First, where the costs of a specific transportation service 

are the 3ubject of consideration, average 'costs which c~ver a 

variety of operating circumstances have little probative.~alue in 

showing the costs of the service. It is evident that the conditions 

which attend the transportation involved herein are not,..average in 

important respects and t~at as a consequenc~ the use of , average 

da.ta results in a cissta tement of costs. Secon~, in:,~~e develop­

ment of the cost data ap'9licant's witness included only "a small 
" 

allowance for delays and interruption of schedules becaus,e of 'break­

downs of eqUipment, inclement weather, and absences of d.t"1vers because 

3 
In accordance with Section 3666 of the Public Utilities Code, 

before a lesser rate than the established minimum rates may be 
authorized, 1t must be shown to be reasonable. 
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of illness or other reasons. The evidenoe shows that applicant is 

relying on other of its equipment and per~onnel Yn~n that aSBlgnedto 
the ~e~viee in ~uest1on. and upon ~qu1pment and per~onnel or Southern 

California Freight Lin~s, to assist in the mD.intenanee of sohedules. 

Howeve~, tne cost data apparently conta1n no provision for the costs 

or this sta~doy servioe. Clea~ly, p~ope~ cost acoounting requires 

the a.llocation of tho costs of standby service among the several 

operations benefitod thereby. Third, applicant's proposal presumes 

the transportation of 144,000 tons of crude diatomaceous earth and 

waste material during the year and the sought rate wa.s oomputed on 

that oasis. NotWithstanding the fact that 144,000 tons of material 

V/SS the quantity of tende-r specified in applicant's contract with The 

Great Lakes Carbon Corporat1on, that company's traffic manager was 

u~w1111ng that authorization of the sought rate shoUld be made con­

tingent upon the transportation of ~~OOO tons durIng the year as a 

minimum. Where special rate authority is sought on the basis of 

sp~cial contractual agreements, the parties involved should not 

expect the granting of authority which does not reflect the contrac­

tual provisions. 

Upon careful consideration of all of the facts and c1rcum­

stances of record, the Comm1ssion is of the opinion that applicant 

has not shown the sought rate to be "reasonable" with1n the mea.n1ng 

of Section 3666 of the Public Ut1lities C~de'. The application w1ll 

be denied. 
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ORDER' 
~ _ ... --

Public :bearing having 'been held in the ·,above~entit1ed . 

proceeding, the evidence received therein having been, carefully , 
.' 

considered l and good cause appearing, 

IT IS HEREBY ORDERED tha.t the above-ent1tled"app11cat,1on .• 

be and it 1s hereby denied. 

The eftective date of this order shall be, twenty I (20). clays, 

after the date hereof. 

Dated at San Francisco, California, this ~ ... t1 I.S - day., of I 


