
BEFORE T"rlE PUBLIC UTILITIES CON:MISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of) 
DIRECT DELIVEHY SYSTE)1, 1TD. fClr ) 
authority to assess less th~~ ) 
~1nimum rates. ) 

In the Matter or the Applicc.tion of) 
DIRECT DELIV~RY SYST:a:, LTD. f.or ) 
authority to assess le~s than ) 
min~um rates. ) 

Applieation No. 30240 
(~1rd Supplemental) 

-9plic ation No. 30460 
(Third Supp 1 e."nen tal) 

H. J. Bischoff, for applicant. 

F. z. ~Vskefield .. tor The Great Lakes Carbon 
Corporation, interested party. 

SUPPLa~~TAL OPINION 

Direct Delivery System, Ltd. has been authorized hereto­

tore to charge lesser rates than t.."oso applica.ble as min1lnum for 

certain transportation which it :perfor.0'13 for T'ne Great Lakes Carbon 

Corporation. The ra'ce authorit.r currently in eftect will expire in 

Juno, 1952. ApplicGnt 3eek~ ex.t~~nsion theroof for another year. 

Public hearing 01" the IT.atters was held on .a consolidated 

record before Examiner Abernathy at Los ~geles on May 5, 19$2. 

Evidence WIlS submi ttcd by cppliczn tIs pre sidon t and by the traffic 

roa..."lagcr of The' Great Lakos Carbon CO!"poration. 

The tran~ortation involved herein consists of the 

tranoportat10n or sodo. ash !x·ont ~iest &.d and diatomaceous earth 

from a. quarry near Lompoc to a. plan t ot The Grea.t Lakes Carbon 

Corporat1on a.t \t/al. tori a.. Th.e transportation of soda ash invol vas 
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tho movement ot approximately 2,$00 ~'nso1' material annually and th.at 

of diatomaceous earth involves the mOVenlent of more than 6,3,,000 tons 

n..'1nueJ.ly. In performing the se:rvlce' B.:?p11can t utilizes' motor vehicle 

-:rain::: consis ting 0 f a tractor.. semi-trai'ler.. end 'Q'ailer. '!be sem.i­

trn:iJ.ers Dnd trailers are of op en-top 1 drop-bo ttom cons t:!:'uction so as, 

to permit the loading and unloading of material with a minimum amount 

01' handling. About 21 tons of material is transported at a time. 

Applicant is cu!"rently Iluthorizod to c.harge a rate of 

22 cents per 100 pounds, minimum weight 41,,000 pounds" tor the 
. 

t:-ansportation of soda ash, and rates which rar,Lge from. w4.64 to ~.38 
1 

per ton for the tra.~sporta.tJ.on or dia.tom~ceous ea:r-th. The appli-

cable minimum rates are 37 cen ts per 100 pounds, m~.nimum weight 

36,,000 pounds, and ~~~09 per ton, minimum weigh.t 7 tons, for the 
. 2 

soda ash and diatomaceous earth, respectivelYft 

Applicant alleges t..."llli~ the authorized rates have been 

profi table :md that they will con tinue to be profitable during the 

coming yoar. Revenues" expenses £lnd net opora.ting revenUes 

applicable to the trans,ortation of diatomaceous earth during 1951 

wero reported as follows: 

1 

Revem.1,cs 
.S~enses 

Net Operating Revenuos ~ 30,494 

. The rates for the t~an~ol:t9-tiO!1 of :l5.~,tom~e"o~tJ 01lrth~.varr. accord.­
J..."lg t..o the :nin1:num welgh,. Ol the sh:i.p:ne:ll.lw The ... ate of. ~.6~J?er ton 
is subject to a. mi!".5Jl:\ltl Vleight 0:.' )~::~~O~)O pounci.s" end that of ~.38 per 
ton is subject to a min:i.mu.":l weigh'!; or 45,000 pounds. 
2 

The minimumrntos for the transportation of soda ash are set 1'orth 
in Highway C3.rrie:r.-s: Tariff No .. 2- (flppend5.x"D:1 of ,Decision l~o. 31606, 
as amended, in Ca~o No. 4246)~ ~~d thoca for tho tron~ortation ot 
d.ia.tomaceous earth ar." set forth :Ln City Carriers' Tariff' No.6" 
Hj.ghway Carriero t '!ar:'t.fi' ~io. 7 (App~~dfx 'I All of Deci sion No. 32566, 
:1:3 ::mended, in C. as 0 S Nos. 42L~6 c:n~~ 4.:+34) .. 
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Applican t did. no t suomi tits revenue and expense figures for the 

transportation of soea ash during 195J.; however, it introduced 

cost data to show its operations under the authorized rates results 

in an operating ratio of 92.4 percent before allowance for income 
3 

taxes. Applican t' s pre::idon t tea t1f1ed. that op erations during the 

coming year will be conducted at a higher level of expense than tb.at 

which prevniled during 19$1 becnuse of an increase in wage rates which 

is now in the process of nego t1at10n. He said that the level of his 

co~pany's earnings will not be affected cy tho higher costs, however, 

because in accordance wi th terms of hi s comp any's con trac t wi th The 

Great Lakes Carbon Corporation compensating adjustments will be made 

in the rates involved herein. 

'The matters to be decided in the present phases of these 

proceedings are whether the ra.tes which applicant has been authorized 

to assess heretofore will be reasonable for the tuture. Applicant 

reli.es upon the showing of its earnings under the rates to establish 

that they have been and will con tinue to be reasonable. In proceed­

ings of t.."U.s nature the profi tableness of sought rates frequently is 

a test of thei::- rGasonablenoss. However, in the instant m.atters 

the showings of proti tableness are no t suff1 c.ien t to justi1"'y a finding 

that the rates ar~ reasonable. 

'l'h.e record is not clear that app~1cant's cost data are 

representatlve of the full costs or the services involved. Under the 

indicated method of operations at present .. applicant 1s utilizing. 

:; 
The comp arable operating ratio, after allowance for income taxes, 

would bo 9$.4 percent. The earnings from the tr3nsportation of 
diatomaceous e~th are equivalent to operating ratios of 89.7 percent 
and 92.7 percent, before snd atter allowances for income taxes, 
respecti vely. 
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tractors and drivers of subh~ 11ers 1n conjunction with trailers of 

its own to provide all of the transportation or soda ash and about 

10 percent or the transportation of diatomaceous earth. Also in 

conjunction with the latter transportation" applicant rents a 

considerable quantity or equipment from an affiliated common carrier" 

Southern California Freight Lines. ':rho payments for equipment rental 

account tor about 20 percent of the total e~enses incurred in the 

transportation or diatomaceous earth.. r.he use of subhaulers and of 

rented equipment represents a doparture .from the method of operation 

ou tlined by applictln t in the original phases of these proceed1ngs.. 

At those times it appeared that applican t would provide the services 

with its own facilities. Under the changed conditions applicant 

should 0 S tab11 sh tb.a t the p aymen ts to subha.uler oS and the 1n tercomp any 

ran tals are reasonably consis ten t wi th. the costs of the service 

provided by the sU'bhaulers or the costs applicable to the rented 

eQu1pmen t. 

Applicant's payments to subhaulers are at a rate of 20 cents 

a mile. According to testimony of applican t f s pres1den t .. this rate 103 

the "going" rate for tractors w1 th drivers. He said also tha.t the 

rental payments to the affiliated company are a.t the "go1ng" rate tor 

such' equipmen t. 'J:h.6 r act tha.t the ra.tes tor a. service are If going" 

rates does not establiSh as a matter of course that they reflect the 

costs or the cervice. "Going fl ra.tes, as in the case of 0 thor prices 

set on the open market, a.re established by the forces of supply and 

demand. 'I'he cost of the service may be a r actor .. 'but not necessarily 

the con trolling fac tor, in establishing an applicable price tor any 

specific period. App11can t f S presiden. t undertook to relate the 

"going" rate tor subhaulers to costs by stating in effect that 
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experience ot subha1,llel:'s serv:1.ng his company and Southern Calitornia. 

Freight Lines shows the rate is a. profi table one. However" he did not 

present evidence in support of this allegation.. 'nl.o "going" rates for 

equipment rental" it appears, are stated as a percent or the gl:'OSS 

revenue earned from the use of this equipment. It is evident tnat 

this ba.sis of rates is only ir~directly related to costs. iVhere' the 

equipmen t is used to transport 'both. high-rated and low-rated commod-

i ties" it :nay be that tho average rental p aymen ts will return the 

costs" but where the rates applying to the commodity being transported 

are less than the established rr.inimum, it is reasonably questionable 

in the absence of specific cost da.ta that the equipment rentals cover 

the costs. Such cost data were not supplied. 

!ne record herein i~ deticient in another respect. In 

socking a year's extension of its present rate author1ty~ applicant 

adk3 in effect that the Commission find that the rate will be 

reasonable under the conditions which nor.mally may be anticipated 

during the coming year. With respect to future operations the 

evidonce is clear that they will be conducted under a substantially 

higher wage scale for d~ivers. Inasmuch as negotiations concerning 

the drivers' wage rate were still in progress at the time of the 

hearing in the present phase of these proceedings, the tull 'amount ot 

the expected increase in wage cos.t is not known. In the a.bsence of 

definite inforoation concerning the effect of the wage increase upon 

~~e costs of providing the servicos involved herein" the record does 

not afford a sound basis tor tinding that the present rates will be 

reasonable tor the ensuing year. 

A further j.ntirmi ty ot applicen t' s showing relates to 

certain of the figures which were submitted to snow the costs ot 

transporting 30da ash. Those costs were represented as average costs 
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of applicant and of Southern California Freigh.t ~1.ne8. In proceed­

ings of this nature the applicant carrier should subm1'i; aegregated 

data which relate spec1ficaJ.ly to the trar .. sportation involved, or 

where it relies upon averagE.. costs, 1. t should mal'l:e a. :f'1l11 show1ng to 

establish that the average costs are not :~ss thun those directly 

applicable to the services. 

For the foregoing re~sons it is eoncl~ded that the record 

does not support extension of appli can t' s present ra.te au thori ty tor 

another ye8:1.'. Neverthele~s, the record as a whele is convinoing 

that lesser rates than those which c~l.rren~y apply as minimum would 

be reasonable for the sp e-:1fie servi::es myol ved. Denial of the 

present applications 1:! tQto would imposa ""POll. applicant the duty of 

collecting trom' The Great takes Carol:m Corport.t1on higher rates than 

appear necessary. In ord.,r to avoid. this '1;ndesirabl~~ al ternati ve, it 

appears that applicsn t should be gran ted :!\.rt~'ler opportuni ty to .iJ:nple-

men t :1. t.s showing to overcome the deticiencie$ noted herein. It 

Ilppears also that in the r.lean time ex.:ens~.o:c of the present rate 

authority, modified to reflect increases it. wage costs which spp11cant 

has exp erienced since May $, 1952, when he6li ng or these matters was 

held, ii just1tied. To this extent the application will be gran ted. 

The authori ty hereinafter gran 'ced will be 17.ade to expire wi tho 

l~ovember 17, 1952, to coincide with the e~,iration date of other 

special rate authority under which ,'lpplicar.t is providing transporta.­

tion service for The Great Lakes Carbon COlporation. To prevent 

lap=e of applicant'S present authority, the order herein will be made 

effective June 9, 19$2. 
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o R D E R - - - --
Pul:llic hearing ot the above-en t1 tled supplemental applica­

tions having been held, the eViaence received therein having be~ 

caretully considered, and good cause appearing, 

I T IS HEREBY ORDERED that unless sooner changed or furtb.er 

extended by orcler of the COmInl.ssion the expiration dates of the 

authorities granted to Direct Delivery Syst~, Ltd. by Decision 

No. 43071 or J\.lne 28, 19~, as amended, in Application No. 30240 and 

by Decision No. 44820 of September 19, 1950, as amended, in Applica­

tion No. 30460 be and they are h.ereby extended to e~ire wi th 

November 17, 1952, subject to the following conditions: 

a. In the exercise of the rate au thor! ty hereinabove 
gran ted app1i eM t shall increase the au tllorlzed 
~e.tes by such Wlounts as necessary to compensate 
£or increase~ in drivorc' wage rates. ine~~d~g 
~neroa.::::o~ in vacatlon and. wolfare sllowsnces, 
which it has experienced since May 5, 1952. 

o. Vii thin 15 days a!'ter th.e e1'1'ecti ve da.te 01' said 
increases in drivers' wage rates and allowances 
8pp11ean t shaJ.l :file wi th the Commission vori.t'1od 
statemen ts as part of the record in these proceed­
ings showing the amounts by which the rates hereto­
;fore ~uthor1zod have been ~ereased by reason o:f 
said increases in drivers' wage rates and 8l1owanc6s. 

~~s order shall becomo offective Juno 9, 1952. 

Dated at Los Angeles, California, this 

June, 1952. 
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