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QEILNIOX

By Petitlon for Modification No. 26 filed on
February 23, 1954, the Motor Truck Assoctation of Southern
California seeks an immediate increase in certain rafes and
charges for small shipments provided in Highway Carrlers' Tariff
No. 2+ The proposed increases would apply generally only within
the countles of San Luis Obispo, Kern, San Bernardino, Santa
Barbara, Ventura, Los Angeles, Orange, San Dlego, Riﬁoraide and
Imperial,

Public hearings were held before Examiner Bryant Qt
Los Angeles on March 29 and 31, 195L. The matter is ready for
decision.

The Motor Truck Association of Southern California is
an assoclation of approximately 500 for-hire motor carriers of
various classes, most of whom operate primarily in the southern
part of the state. By Lts present petition it alleges that the
minimum charges and the class and commodity rates applicadle to
-shipments of 1,000 pounds and less are now, and will be in the
future, unreasonably low and insufficient as minimum rates for
transportation between points within the ten designated southern
counties. It asserts that highway carriers engaged predominantly
in the transportation of small shipments within these counties
are operating at a loss, or without reasonable, or any, mofit,
and that such condition results from the inadequecy of the mini-
mum charges and the rates applicable to the small shipments.

The petitioner declares further that the revenue dericiencies of

such carriers are continuing and will impair their sound Tinan-

clal condition if not relipved in the immediate future.
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Petitloner's proposal 1s (1) that the minimum charges

provided in Item No. 150 series of Highway Carriers' Tariff No. 2
be increased by varying stated amounts, and (2) that the minimum
rafies provided in the tariff for ehipmen?s welghing 1,000 pounds
and less (except as they are governed by the minimum charges) ﬁe
increased by the imposition of a surcharge of 50 cents on each .
shipment. The assoclatlon Intends that the surcharge be pre-
scribed as a temporary adjustment pending the development of
further evidence upon which permanent revisions may be based.

The principal evidence in support of the petition was
introduced through the testimony and exhibits of a transportation
analyst who 1s the research director for the Motor Truck Associa-
tion of Southern Callfornla. He explalned that the rate prop03a1
had been consldered by and developed through regular procedures
of a standing rate committee within the association. The
petition, he sald, 1s not based upon im reased operating expenses
but upon asserted maladjustments in the rate structure., He
daclared (1) that the minimun rates as established by the
Commission In a general rate adjustment early in 1953 were below
the costs of transporting small shipments as shown in cost
studlies then of record,l (2) that subsequent rate revisions
designed to reflect increased operating expenses did not correct
the basic deficlencles in rates for emall shipments, and (3)
that as a consequence the highway common carriers who handle
such shipments predominantly have been-and are receiving rates

insufficient to return the cost of performing the service.

T The witness referred to the general rate adjustment made by
Decision No. 48187, dated January 19, 1953, in Case No. LB8OS
.(SE Cal. P.U.C. 385)., The rates became effective March 1,
1953.

-3




C. 5432, Pet. 26 - RV

In support of the sought incresses in mindmum charges

the analyst offered an exhibdlt consisting in part of his own

re-evaluation of cost and rate exhibits préviously presented by

Commission staff witnesses in an earlier phase of Case No., 5432
and in the antecedent Case No. h808.2 From factors contained in
these exhlbits he developed estimated costs for the transporta-
tion of shipments of various weights up to 100 pounds, He
poihted out that the proposed minimum charges for shipments
welghing up to 50 pounds are slightly below what he termed the
estimated out-of-pocket cost of performing the service, while
the proposed charges for shipments above 50 pounds are below the
estimated full costs wlithout provision for profit. This witness
atated that the minimum-charge proposal had been influenced
dowaward by a consideration of the possible effect of the -
charges upon the shipping public and of possible diversion of
traffic to agencles offering more attractive rates. He sald
that the carrier rate committee had concluded that their rate
proposal was the minimum that reasonably could be advanced.

No specific cost evidence was offered in support of
the proposed surcharge of 50 cents a shipment, The analyst
explained that the amount of the surcharge was determined upon
somewhat ardbitrarily as the minimum amount necessary to correct
the financial plight of those carriers whose principal revenues
are derived from the handling of small shipments. To show its

effect he introduced an exhibit containing traffic analyses and

e Exhiblt 9-4 received in Case No., 5L32 on July 22, 1953;

Exhibit 270 introduced in Case No. 4808 on April 29, 1949;
and Exhidit 803 4introduced in Case No. 4808 on June 20, 1549.

i~
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profit-and-loss statements for. ten carriers engeged principally

in the transportation of small shipments within Southern
3

falifornia. This exhlbit sets forth for each carrier the oper=
ating revenues and expenses for the year 1953 and separately for
the fourth quarter of 1953, an analysis of the shipments handled
for one or more days segregated by welght brackets and by
territorial application, and a calculation of the effect of the
proposed rate increases on the operating revenues and operating
ratios for each perlod. It contains also a consolidated reca-
pitulation of the figures for the ten carriers as a group.

The analyst testified that the ten carriers had been -
selected by a process of necessary. elimination from some 200 who
had responded to a preliminary questiomnaire distributed by his
office. He expressed the opinicn these ten carriers handle the
greater part of the small-shipment traffic within the scope of
the petition. According to his exhiblt, they had a combined
operating ratio of 200.35 percent for the year 1953, and 102.2L
percent for the fourth quarter of that year. If the increased
rates and charges herein proposed had been in effect during the
same perlods, the projected operating ratlios would have been
97.20 percent for the year 1953 and 99.02 percent for the last
quarter. The individual operating ratios ¢f the selected car-

rlers vary, of course. Only two of the carrilers had actual

Desert Express, Higging Trucks, Inc., Mercury Delivery Service,
Paciflc Freight Lines, Public Freight System, Reliable Delivery
Service, San Dlego Forwarding Company, Smith Transportation
Company, Southern California Freight Lines, and Victorville-
Barstow Truck Line.




Ce 5432, Pet, 26 = RV

operating ratios during the fourth quarter more favorable than
97 percent. The most favorable projected ratio under the pro-
posed increases would be 90.25 percent.

Other witnesses in support of the petition were the
president of Southern California Freight Lines and the manager of
cost accounting for Pacific Freight Linws. The president
declared that the existing minimum rates on the small-shipment
traffic are seriously deficilent. He said that there are various
inequities in the rates which should be corrected as soon as
possible, but declared thét pending more permanent adjustments
the rates shouid be revised as herein proposed in order to avoid
further penalizing the carriefs whose principal revenues accrue
from the handling of small shipments. He asserted that his com-
pany and others who are engaged in handling small shipments are
urgently in need of immediate rate relief. In order to show that
the present revenues from the small shipments are relatively
defliclent this witness introduced exhibits comparing the present
and propcsed revenue Irom minimum=-charge shipments and other
small shipments with the revenus which would be derived from a
comparabdble welght received as a single shipment. He offered
8lso & time study of his company's operations to show the rela-
tlvely greater cost per 100 pounds of handling a given quantity
of traffic in small shipments than in a single large shipment.

4 These companies are the largest of the ten carriers included
in the exhibit subtmitted by the transportation analyst.
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The manager of cost accounting for Pacific‘Freight
Lines introduced a statement showing the number of stops and ship~
ments picked up and delivered at the Los Angeles terminal of his
company for the month of July, 1953. He explained that this
month was the latest for which the data were available, He sald
that the principal purpose of the statement was to show the
average number of shipmens per stop was only 1.75 for plckups
and 1,25 for deliveriles.

A number of shippers and shipper representatives testi-
fied in opposition to the proposed lncreases. Theso witnesses
offered various analyses of their own small-shipment traffic and
of the effects which the sought increases would have upon such
traffic. In general these witnesses objected to the sdught
increases in thelir entirety, dut all of them were particularly
opposed to the surcharge proposal. They offered various examples
of assertedly unreasonable and discriminatory charges which

would result from the application of the proposed surcharge.

The evidence offered by the Motor Truck Association of

Southern California in support of 1ts petition falls into two
general categories. The proposed minimum charges are predicated
primarily upon the estimated cost of transporting the minimum-
charge shipments. The showling in support of the proposed sur-
charge of 50 cents a shipment for shipments up to 1,000 pounds
consists primarily of the traffic analysis and the profit-and-
loss statements for the ten "small shipment" carriers.

The cost evidence offered in support of the minimume
charge proposal is not based upon any new cost study, nor upon

any esserted increase in costs, but rather upon petitioner's
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own re-evaluation of evidence presented by Commission staff
witnesses in 1949 end in July, 1953. These earlier exhibits were
donsidered fully by the Commission, together with other evidence,
in the development and prescription of the minimum rates and

charges heretofore established, Petitioner's reappraisal‘of a

portion of the evidence in prior records does not constitute 8

valid basis for revision of the mindmum chargeé. The showing
offered by petitioner Iin support of its minimum~charge proposal
i8 tantamount to a request fdr reconsideration by the Commission
of 1ts past rate adjustments which have long since become ef-
fective. 1In the absence of substantial new evidence or & showing
of c¢changed conditions or circumstances such a requpst will be
denled.

The profit-and-loss statements, together with other
evidence of record, may tend to show that the exlsting minimum
rates for the transportation of small shipments within Southern
California are defilclent or maladjusted, but a showing of revenue
deflclencies of sample carriers does not of itselfl provide a
sufficlent basis upon which to predicate an adjustment of minimum
rates. More specific evidence is required in order that the
Commission way consider the most efficient method of pro- ff”’

viding a given service and the cost thercof so that it may

determine the lowest justifiable costs for performing the service
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by any of the different classes ofscarriers.5

Furthermore, the evidence shows that discriminatory and
unwarranted results would attend the establishment of a 50-cent
surcharge on the small shipments within a limited area as pro-
posed by the petitioner. The surcharge was suggested as a
temporary measure on the basis that it would provide a simple and-;
expedient method of obtéining immediate revenue relief. ~Howevefy
rates and charges which clearly would be improper for permanent'
application are not made proper by ¢alling them temporary.

‘The present record does not justify the proposed
increases in the minimum rates and charges‘for small shipments.

It is persuasive that such rates and charges have been insuffi-
cient on the whole to return reasonable revenues to Southern
California carriers specializimg in the small-shipment traffic.
Reasonable earnings are requisite if these essential public sexrv-
ices are to be sustained. The minimum ¢harges and the rates fof
small shipments, not only.within the .southern counties but through-
out the state,’will be re-cxamined in detail to determine in what
respeets and to what oxtent they may be deficient or maladjusted.

Hearings for this purposc will be scheduled as soon as the partics are‘“’/

prepared to offer the required cvidence. In the mecantime carriers

Sec Decision No. 48756 dated Junc 24, 1953 (52 Cal. P.U.C. 624);
Decision No. 47123 dated May 5, 1952 (51 Cal. P,U.C. 702):and
Decision No. 46912 dated March 27, 1952 (51 Cal. P.U.C. 586) and
decisions cited therein. For further discussion of this subject
sce the decision of the Supreme Court of the State of California
in California Manufacturers Assn., vs. Public Utilities Commission,
dated March 19, 1954 (42 A. C. 543). X _
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who deem it necessary and desirable to do so may make thelr own
rate adjustments upon obtaining authority under Section L5l of
the Public Utilities Code as required.

The petition of the Motor Truck Association of Southern
California will be denled without prejudice to further consider-

ation at the later hearings to be scheduled as aforesaid.

OQRDER

Based upon the evidence of record and upén the conclu~
sions and findings contained in the preceding opinion,

17 IS ORDERED that Petition for Modification No. 26
filed in this proceeding on Febdruary 23, 195, by the Motor Truck
hAssoclation of Southern California be and it i1s hereby denied
without prejudice,

- The effective date of this order shall be twenty days

v

after the date hereof.
Dated atgé{ﬁw"ﬁzg ., California,

this _ L7  aay of ﬁéﬁmﬁq ., 1954,

Commissioneia




