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Decision No. 47718 
' •. , '., i"~' ... • ., 

BEFORE THE pu.et·~P: ':'TltITIES COr·jNISSION. OF THE STATE OF CALIFORNIA 
" ., t' , 

. , 

!n the Y~tter of the L~vcstigat1on ) 
into the rates, rules, :-egulat1ons, )), 
charges, allowances and pra~t1ces 
of ~ll ~omoon carriers, highway ) 
carriers and city carriers relating ) 
to the transportation of propor~y. ) 

Case No. lr808 

Dan:1.el W. Baker, Russell Bevans and Reginald L. Va:ughan, 
for Draymen's Association of Alameda County and 
DraymenJs'Association of San Francisco, Inc., 
pet1 t1oners.. , 

Charles H. Atthowe, C. W. Burkett, J:-., E. t. Carley, 
J. A. Clark, Jr. Edward J. Hubber! George T. Hurs~, 
Jack F. Kueper~ William Mc1nhold~ ~eorge T. Patton, 
Frede:-ick c. P~rommer, Lloyd E. ~asmussen, 
A. W. Savage, C. L.T1lden, Jr., and Edward P. v~1te, 
ror various carriers, interested parties. . 

t. E. Binsacca, William A. Gough, Allen K. Pentt11a, 
E-ugene A. Read, C. J. Riedy, \'lalter 1-... nohdc, 
James L. Roney, A. F. Schumacher and Clifford vlortb., 
for,various shippers and shipper organizations, 
interested parties. 

Carl F. Breidenstein, fo~ California Packing Corporation, 
protestant. 

Hugh Cavalli and Jefferson H. Y~ers, for Soard of State 
Harbor Cocmi·ss1oners, Port of San FranCiSCO, _ 
interested party. -

Grant L. Malqu-1st, for Engineering Division, Trans­
portation Department, Public Utilities Commission. 

SUPPLEMENTAL OPINIQ~ 

DraYmen'!) Associations of Alameda County and of' 

San FranCisco seek the establishment or increased minimum rates for 

the transportation of general commodities between San Francisco and 

South San Francisco, on the one hand, and Alameda, Albany, Eerkeley, . - -

El Cerrito, Emeryville, Oaklal'ld, Piedmont, Rich1:lond, San Leandro, 

San Pablo and Stege, on the other hand. Their petition is limited 

to class rates subject to minimum weights of 20,000 pounds or more. . , 

Public hearings were held on April 7 and 28: and on 

. May 23, 26 and' 28, 1952. 
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The transbay rates which pet1tione~s propose be adjusted, ' 

as ~lel1 as the transbay rates for smaller shipments (less th.an 20,000 

pou.nd~) 'I/h1ch arc not in issue here, are rates varying with, the 

distances involved. They are based on the revised stato-wid'e con-, , 

struct1ve mileages esta.blish.ed, effective January 1, 1952, by 

Decision No. 46022 (5l Cal.P.U.C. 3) .. Th.e constructive mileages 

between San Francisco and Oakla ... ·ld, Richmond and San Leandro and th:e,. 

existing ~~d proposed rates for 20,OOO-po~d and larger sh.ipments 
, 1 

transported 'between these cities are shown in 1'::1"ole 1 which. follows'. 

Similar ~i10agcs are involved and comparable rate adjustments are 

sought in the tr~~sbay rates to o~her points tor shipments weighing 

20,000 pounds and more. Table 1 illustrates the rate increase 

proposals. 

Between 
San Francisco 

And 

Oakland 

Table 1 

Existing ~nd Ptopos~d Rates 
CLASSES! 

MItES 1. g 3.!± So h. 

27 (a) 2lj. 17 lot 11 

'~' Q D :fl 
9t 9 8 6t 

(b) 29 
22 19 
26 23 20 17 19 16 15 13 12 

Richmond 32 (a) 2$ 18 11 13 lot 9t 8t 8 
(b) 31 

23 20 
28 2; 22 19 20 17 l6 14 12 

San Leandro 37 (a) 
(b) 

26 
32 

23 21 
29 '26 

18 
22 

11 10t,8t 
18 16 llj. 

13 13 
19 21 

,'. 

* - Classes 1, 2, 3 and l.j. a.re su.bject to a minimUtl ",ei~ht or 20,000 pounas. The remain~ classes, ,5 througn E, 
are zubj ect to the carload ::inimu.:n "vte1ghts, set forth. 

8 
13 

~~ the governing classification and exc~ption$ thereto, 
but not to exceed 36,000 pO\mds. The m1nim:um weights 
applicable in connection with the fifth class through 
Class E rates are ordinarily greater than 20~000 pounds 
and for the most part are in the 30,000 to 30,000 
pound range. 

(a)- Minim'UIll rates now in;··effect. Charges thereunder are 
z'Ucject to the inter1m 9 percent surcharge established 
effective Juno 24, 1952, by Decision No. 4?2lr5 of' 
June 9, 1952. The surcharge ';fa~ scheduled to expire. \ ' 
'rtri th Septemoer 22, 1952, but has been extended to' . . 
December 31, 1952 by Deei,sion No ,,' 47574 of August '11, 
1952. , 

(b) :r:'dnimum rates proposed by petitioners. ·Nosurcharge, 
is sought. 

lThroughout this opinion r.it~es are stated in cents" p'er -100 pounds ..... : '.: 
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Petitioners· proposed·rates arc:based on a study of highway 
, 

carrier costs for handling transoay traffic submitted by the 

Commis~ionTs Transportation Department staff. In this study tho 

cost of ha.."'ldlinz shipments of property, wi tho'Ut regard to 1 ts • 

classification, are deve1oped,tor shipments weighing from 20,000 
, j " , , 

to 30,000 pounds and tor shipments weighing 30,000 pounds and ov~r. 

These costs COver only operating expenses and do not include income 

taxes.' The study also. shows costs expanded to the basis which \I,ould 

produce an operating r~tio ot 90 percent before income taxes. 

Estimates of ann'Ual ~evenuesare 'based on load~and use 
factors experienced by carriers engaged in handling the transbay 

traffic 1n question. A staff traffic-flow study discloses· t~t, 

while 58.8 percent of the trans'bay tonna.ge is eastbound and >+1.2 

percent ~estbound, those carriers with their main movement o~ tonnage 

eastbound have westbound tonnage amounting to only 15.4 porcent of' 

their total tonnage and tho$e carriers with their main movement 

westbound have eastbound tonnage amounting to only 5.6 percent of' 

their total tonnage. These circumstances are reflected iri the ' 

operating experience of the carriers and in the coct estimates. 

The staff witness through whom the studies ",'ere introduced . ; . 
, , 

explained that the purpose of expanding the costs was to· develop 

revenues which rates equivalent to the expanded costs would provide, 

to determine income taxe~ under such revenues and expenses, and t~ 

usc the indicated earnings in eo~~cction with investment and other 

~ate base data in arriving at cctimated rates of return. 

The foregoing method, the staff witness said, could be. 

used for any specific operating ratio before .taxes desired. The 

90-perccnt expansion 'ba:::is was used as an illustration only and not . 
as an expression of opinion that costs as so expanded should 'be the 
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meas'UrC of r~asonab1e m1nimum rates. Of tho net lncomc-;'wh.lch wo'Uld 

be available for income ta."<cs a..,.."d profit '!.Jnder tlle cost", eXpansion 

illustration used in the staff study, tax accruals arc csttmat¢d as 

acco'U.."'lting for 1;.0 percent, leaving 60 percent for ·profit. 

Rate bases used by the staff to calculate estimated rates 

of return include investment figures covering the historical cost 

of vehicles suitable for the operations" the valu~ of oth.er 

necessary equipment, materials and supplies, and allowances for 
. ' 

working capital. , .' 

Table 2 which ~ollows shows staff estimates as so developed. 

Between 
San Francisco 

And 

Oakland 

Richmond 

San Leandro 

Oakland 

Ricl:mlond 

San Leandro 

Table 2 

Expanded 
Costs* Costs*-

Rate 
Bas¢s EaIn1ngs1i 

Rates of 
R~t'Urn#. 

20,000 to 30,OOQ pound shipments 

l8.5 20 .. 6 $9,105 $7~2 

19.7 21.9 9,126 758" 

20.5 22 .. 3 9,149 777 

30, COO pound and heavier sh1l(ments, 

14.8 16.5 $9,113 0748 

15.7 . 17.4 9,13'l 762' 

8.1% 

8.3 

8.5 

8.2% 
8,.3 . 

16.3 18.1 9,1,5 782 .8., 
",'.' ,., j 

" . -. 
,. " •• .,';,;. 'I . . 

* - In cents pe~ 100 pounds. The expanded . 
costs are on the ba$is of an operating 
ratio of 90 percent before income truces. 

# - After provision for income taxes. 
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An analysis of tran:bay traffic made by'the Transportation 

Dep~rtme~t shows that in the 20,000 to 30,000 pound weight bracket, 

th~ weighted average of the freight tr~nsported is 70 percent of 

first class. In the 30,000 pound and greater weight b~acket the' 

eorr~spondine figure is 61 percent. The transbay traffic is 

predominantly fourth class and 90 .percent of fourth class freight 

~~ the 20,000 to 30,000 pound weieht bracket and predominantly 

fifth class and Class A freight L~ the 30,000 po~ds and over weight 

bracketr Fourth class rates are approx1ma~clY 70 percent of first 

class; fifth class and Class A rates are approximately 60 and 65 

percent, respectively, of first class. These rate relationships 

have been distorted to some extent by the application of percentage 

increases to the rate scales initially es-tablished. 

Petitioners urge that the transbay rates in question be 

ra1sed to tho bases arr1 ved at by dcvolop1.."le ra tos from the s·taft 

cost figures expanded to provide an operating ratio of 90 porcent 

bcfor~ inco~e tax~s. This expansion of costs, petitioners clai~, 

is necessary to cover tho expenses incurred in handling th~ traffic 

and to provide an appropriate r.et'Ul"n on the carriers r investment 

after provision for ·income taxes. 

Petitioners recognize that the establishment or the 

proposed rates- would result in the Corn:niss1on prescribing bases of 

charges producing greater com,ensation for short~r t~n ror longer 

distances over the same route and in the same direction. They also 

recognize that to assess such charges carr~.ers zuoject to the 

provisions of Article XII, Sect10n·2l, of the State Constitution 

and Section 460 of the Public Utilities Code must be relieved by 

the Comc1ssion rrom the constitutional and code prohibitions against 
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2 
the maintenance of ratesp~odueing such charg¢s. T~¢y have applied 

for the necessary rclief~ 

The constitutional and code provisions are e1rected against, 

the obvious discrimination which results from charges~der greater 

rates tor shorter than for longer distances along the 'same route .. 
", The Commission is authorized to relieve the car~iers trom these pro-

visions in special cases and after investigation. Tho granting of 

such relief must necessarily be limited to those cases, where unjust or 

~~duc discrimination Will not result from such action~ 

The rates proposed by petitioners for distances varying 

fro~ 27 constructive miles (San Francisco-Oakland) to 37 miles 

(San Francisco-$an Leandro) are the same as or greater than the basic 

45 to 50 mile rates (rates without the' temporary 9 percent surcharge 

increase nereinbefore referred to). The proposed fifth class 

.2 
Article XII, Section 21, of the Constitution provides: 

I1No d1scrim1ria.tion in charges or facilities fortran:;porta­
t10n shall be made by any railroad or other transportation 
company 'between place:; or persons, or in the fa.cilities for 
the transportation of the same classes of freight or pas­
sengers within this state. It shall be unlawful for 'any 
railroad or other transportation company to charge or 
receive any greater compensation in the aggregate tor the 
transportation ot passengers or of like kind of property 
for a shorter than tor a longer distance over the same line 
or route in the same direction, the shorter being,included 
within the longer distance or to charge any greater compen­
sation as a through rate than the aggregate of the inter­
mediate rates. 

"ErQv1dA<;', h2wev~ that upon application to the Railroad 
(Public Ut111t1es)-Commission provided for in this Consti­
tution such company may, in special cases, after investiga­
tion, be a~thorized by such COmmission to charge less for 
longer than tor shorter distances for the transportation of 
persons or property and the Railroad (Public Utilities) 
Commission may from time to time prescribe the extent to 
which zuch company may be relieved from the prohibition to 
charge less for the longer than for the shorter haul. *"'~*fJ 

Section 460 of the Code contains' similar provisions governing high­
way" railroad ane. otner common carriers subject to Part l' 0:1:' the C'ode. 
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ana Class A rates ~re higher than the corresponding.60 to 70 mile 

rates. The sought trans-bay rates are contras:ted with ,0t:her minimum 

rates in the same general area in Table 3 which follows: 

Table .3 

?roposea Transbay' Rates and Exizting Rates 'Fro'm and To Other 
Points in the Same General Area.' 

Between 
San Fra.."lcisco 

And MILES 

Oak1~"ld 27 

Richmond 32 

San Leandro 37 

1 2 

29 26 

3l 28 

32 29 

CLASSES* 

2 4. 2 A B C D E 

ProEosed Transbay Rates 

23 20 17 19 16 15 l3. 12 

25 22 19 20 17 16 '14 12. 

26 22 19 21 1$ l6 14 13 

Existing RatBS From and To Other Points' 
Without the 9% TemporarY Surcharge # 

?i:lole 

Hayward 

Santa Clara 

¥1&rtinez 

Pittsburg 

40 26 23 21 18 13 13 11 10~ S~ 

44 27 24 22 19. 13 13 11 10~ 9~ . 
48 29 26 23 20 / l~. 15. 13 11 10~. 

55 3l 28 25 22 15 15 13 13 11 

67 33 30 26 23 16 18 15 14- 13' 

Y,l - Cl~szes 1 th,rough 4. are' subject to a. 
minim~~ weight of 20 ,000 pounds and· 
Classes 5 through E are generally sub.' 
j ect to minimum. we ight's of 30,000 to 
;6 ,000 poun~s as more fully explained 
in Table 1. 

# - The surcharge became effective on 
June 24, 1952, o.nd is scheduled to 
expire with ·DeccI:loer 31, 1952',' as 
indicated in Table 1.· 
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The foregoing table shows only a few of the numerous in­

stances where adoption of petitioners" proposed increa'sed minil:l1.lm 

~ates would result in ,higher rates for shorter than for longer dis­

tances along the same route. 

The carriers represented by petitioners are not engaged 

exclusively in handling freight affected by the proposed increases,_ 

Their ope::ations include less-truckload transb.:lY service, drayage. 

in S~~ Francisco and in the East Bay cities, and general commodity 

~auling within the San Francisco Bay Counties Area centered ,in the 

principal cities of that area. 

Profit and loss statements for sixteen carriers submitted 

oy petitioners and covering the second six months of 1951 and the 

first four months of 1952 show that in the over-all operation.s of 

these cai--riers their transbay traffic involved in this petition 

amou..."'lteci to $232,760 of ~6,653,351 in aggregate revenues and. thus 

accounted for only some three and one-half' percent of total revenues. 

On the other hand, the sttltements show that dr~yage revenue,s amounted 

to ~2,097,074 and transbay less-truckload, San Francisco Bay 

Counties Are.':!. and other so-called "over-the-road" or "line-haul" 

revenuos amounted t.o $3,8'40,812, or approximately 31i and 57~per­

cent, respectively,. of total revenues. 

As has hereinbefore been noted, the state-wide minimum 

rates, including the transbay rates here in issue and other 

San Francisco Bay Cou.."'lties Area rates, are subjectt.o a temporary 

surcharge of 9 percent. Further investigation of these rates. is 

in progress. Similarly, the San Francisco 'and East Bay drayage' 

rates are subject. t.o interim surcharges or 12 percent· and !urther 

-$-
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inquiries into these rates are likewise in progress} Also, the' 

Common Carrier Conference of The Truck Owners Association', of 

California has petitioned the Commission to investiga~,ethe rates 
" 

between San Francisco and East Bay cities on the one ha."id· and 

points south of San Francisco to. and including Palo Alto on the 

other hand. 

Shipper representatives stressed the fact that under 

petitioners' proposals San FranciSCO-East Bay traffic would be 

subjected to substantial increases and that the resulting rates 

would, be considerably higher for 'the constructive mileages involved 

than for the same and greater distances within the. San Francisco 

Bay Cou.."'lties Area. They were particularly concerned with the rates 

for shipments of 30,,000 pounds and more.. They pointed out that., 

if petitioners' sought increases were es~ablishedt fifth class 

rates between San Francisco and Oakland would be raised from 10~ 

to 17 cents or by approxiu~tely 62 percent and fifth class 'rate~ 

between San Francisco and Richmond would be raised from 11 to 19 

cents or by some 73 percent.4 

Canned goods are shipped from Oakland to Sa~ Francisco 

and roofing materials are shipped from Richmond to San Francisco 

under the fifth class rates in question. Canned goods are also 

shipped from the San Jose-Santa Clara area to San Francisco and 

roofing.materials are shipped from Pittsburg to San Francisco. The 

fifth class rates applicable to the San Jose and Pi~tsburg shipments 
j 

See Decision No. 47000 of April 14, 1952, in Case No. 40S4{San 
Francisco dr~yage) and Decision No. 47247 of June 9, 1952, in 
cases Nos. 4108 and 4109 (East Bay drayage). 
4 , 

All of the transbay Md other rates in the S~n Francisco Eay 
Counties Area have been subjected to the' 9 percent temporary sur-
charge hereinbefor.e referred to. ' 
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are 13 and 16 cents, r~spectively. The constructive distances are . . 
, ' 

51 miles between San Jose and San. Francisco and 67 miles between 

Pittsburg an1 San Francisco as contrasted with 27 miles between 

Oakland and San,Francisco'and 32 miles between Richmond and San 

Francisco. 

,Other abnormalities in the rate relationships that would 

result from the adoption of petitioners' proposed rates were also' 

pointed out oy the shipper representatives. For e~ple,' they said 

that ~~der these proposals higher rates would be required to be 

charged between points within the San Leandro corporate limits and 

San Francisco than for like transportation between points just out­

side the city limits of San Leandro:and Sac Francisco. The fifth 

class rates would be 19 cents per' 100 ,pounds from and to San Leal'lciro 

~nd 1.3 cents from and to the somewhat more"distant locations contigu­

ous to that city. Similarly, while the fifth class rate applicable 

to roofing from Richmond to San Francisco would be increased from 

11 cents to 19 cents, the l;-cent rate applicable on the more 

distant haul from Richmond to Daly City through S~n Francisco, would 

r~main uncr~nged. 

Numerous ex~ples w~r~ given by th~' shippers of rate mal­

adjustments which would result from 'increasing the transbay rates 

to the levels sought by petitioners, including variou~ 'examples ~f 

higher rates and charges ;for short.er· h.:\.uls ~han for longer hauls·· 

along 'the same route,. 

It is plain from the foregOing that the rates proposed by 

petitioners would subject certa.in of the Bay area cities and ship­

pers with establishments situated in those cities to discrimination, 

including that type of discrimination which results from the mainte­

nance of higher rates and charges for longer than for shorter hauls 

along the same route. This has not been shown to' be 0. "s~cial 

.. 10-
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case" in which the Commission,may.authorize"so:'ca.lled "long and 

short haul dcpartures"·under the' authority conferred on it by the 

Constitution and by the Public Utilities Code. Indeed, the record 

is persuasive that the rate situation which would result were the 

Commission to grant the petition is the very type of discrimination 

which the constitution and the code specifically prohibit, except 

where circumstances and conditions peculiar to the traffic involved 

are such that, other considerations are conclusively shown to out-

~eigh the discrimination considerations. Here, the discrimination 

which would result outweighs 'all other considerations of record. 

w~ile carriers should receive reasonable compensation for their 

services, they cannot be authorized to charge discriminatory rates 

as petitioners have proposed. 

In the Circumstances, it is not necessary to discuss the 
,.' ... 

record in other respects or to decide here the merits of 'other'con-

tentions of the parties .. , 

Because '0£ the competitive 'conditions prevailing within 

the San Francisco Bay Counties Area we have instructed our staff to, 

give specific attention to these conditions in connection with its 

further studies of state-wide nline-hauln or ~over-the-roadn rates 

and of San Francisco and East ~y drayage rates to the end that a 

harmonious and integrated over-all ~ate structure may be developed. 

ltle urge shippers 1 carriers and other interested parties likewise to 

give,attention to these considerations. We invite their cooperation 

in this work and their participation in .further hearings on these 

matters. 

Upon consideration of all of th~ facts and eircumstances 

of record, we a~e or the opinion and hereby find that establis~ent 

of the increased rates proposed by the petiti,on of' Draymen' s 

' .. ·-ll~ 
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Associ.:lt.lons of Alameda County .and of San Francisco, filed 

October 24, 1951, in this proceoding, .:md as amended.' has not 

b~en justified and that the petition should~ accordingly, be. 

denied. 

o R D E R - ..... - --
Bo.sed on the evidence of record and on the c.0nclusion 

~~d finding set forth in the preceding opinion, 
... ~ ," ". 

" 

IT IS HEREBY ORDERED that th~ joint petition, filed 

October 24, 1951, ir. this proceeding, by Draymen's Association 
.. I (; 

of- Alameda Cou."'lty and Dro.ymen f S Associat ion 0'£ San F,rancisco,'. 

Inc. , ,a."1d as subsequently anand-ed, be .lnd it is hereby denied. 

The effective date of this order shall be twenty (~O) 
, . 

days aft~r the date hereof. 

Dated at San FranCisco, California, this ~~' da~ . ' 

of September, 1952. 

l.~ommissioners 


