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of C. R. Nickerson, Agent; interested
parties.
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the Commission s staff, ’

OPINI O N

Fernsworth and Ruggles, a corporation, operates as a ¢ity,
radial nighway common, and highway contract carrier in the transporta—
tion of prOperty between points in this State% By this application
it seeks autnority under Seetion 3666 of the Public Utilities Code to
.rensport iron or steel strnctural iron or steel, and iron or steel
articles rrom South San Francisco %o San Francisco ror Bethlehem
?acific Coast Steel Corporation at rates less than tnose established

as. minimnm.

By Decision No. 510%%, dated. January 25, 1955, in Application No. ' :
35051, applicant was authorized to operate as a highway common carrien
as defined in Section 213 of the Public Utilities Code, for the trans~
portation of general commodities between all points in the San

- Francisco~East Bay Cartage Zone, as defined in Appendlix A of said
decision. Applicant however, has not yet accepted the. certificate
thus granted. The time within whicb it may do s© has been extended
to September 30, 1955
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A pnblic nearing of the application was held before Examiner |
Carter R. Bishop at San Franclsco on May 6 and 20, 1955. Evidence in
support of the proposal was offered by a certified public accountant,'
by applicant’s traffic manager and by the traffic manager of
Bethlehem Pacific Coast Steel Corporation.

The record. discloses that prior to September 13, 195#, no
minimum rates had. been established for the transportation of the cOn=
moditics in question betweon Sen Francisco and South San Francisco,

‘ ‘and that cffective that date ‘the rates, rules and. regulations sgt .
forth in Ninimum Rate Tariff No. 2 were made aoplicable thereto. The
‘Happlicable minimum rates (including a tcmporary surcharge of 11 POT —

-t

cent) and the corresponding rates for which authority is sought herein
are set forth in the table below., |

- Table :
Minimum Weight Rates ' -
, (PoundsSl, (In Cents Per 1oo Pounds) :
| R "M;nimgm 3
Any Quantity 02.12.
2,000
4000 1
10,000

20 000 =
36 OOO

The accountant introduced a series of exhibits purporting to
show the revenues dorived and the expenses incurred by applicant in

performing the trensportation:services involved herein. According

2

Minimum Rate Tariff No.. 2 was formerly designated as Hignway Carri-
ers' Tariff No. 2. Its provisions were made applicadble to shipments

moving between San Franciseo-and Soutn San Francisco by Decision:
No. 50%32 dated August 17,7 19%.
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.to the exhibits, during the three-month period from Ootoher to S
December 1954, inclusive, revenues derived from the traffic in QUes~
tion, transported at tbe established minimum rates, amounted to l
$5,5k9, while the same shipments, had they moved st the rates sought
hereln, would have~returned revenues of $5;332§ The total operating'
costs-during;the same period, as disclosed by the exhibits, amounted
to $h‘282s ‘Tneﬁoperating expenses to be incurred in handlingftheli
sane traffic at the sought rates, were calculated at $+,267. ;As
developed by the accountant the net operating revenues accruing from
the trafric ‘here in 1ss ue, for the aforementioned three~month period
ard berore provision for income taxes, amounted to $1,267. Under tne
sought rates the net revenue was estimated at 81, 065 The correspond-
ing operating ratios were 77.17 and. 80 03 per cent.

In developing the total costs of operation between San
Francisco and South San Frane¢isco for the ninety-day period the
accountant in most instances utilized actual compeny records. Witn
respect to some items or expense he found it necessary to employ esti-
mates. These represented the best estimate of the carrier, based on
its experience, or’of'the'accountant, predicated upon analyses which“
he had made of operating‘expenses of other comparable‘carrier'serv- '
ices? In calculating wage expense the witness included an allowance
for nomproductive time. Indirect expense was estimated at.23 R per

The revenue figures mentioned include $296 received in the transpor-
tation for Bethlehem of shipments from San Francisco to South Sam
Francisco. This traffic, which is small, moves at the established
nininum rates. No relier is sought herein in connection therewitn.

s

As a comparison with the above~-stated operating results an exhibit of
record discloses that the results of applicant's over-all. operations
for the calendar year 195+ were as follows: gross operating revenues:
8846, 614 oggrating expenses: $812,211; net operating revenue, . before
taxes* $§ 3, operating ratio, before taxes: 95.5% per cent.

5

An example of applicant's estimate, utilized by the accountart, io
the item of equipment maintenance costs. An example of the account-
ant's estimate relates to the service life assigned to semitrailers
employed in the transportation involved herein. The carrier in its
ook records estimates the service life of & years for this type of .
equipment. The basis used by the accountant was-10 years., -

3. SN
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cent of direct expense, which he stated was the actual ratio in the
carrier! s over-all operations for the calendar year 19%%. In the
opinion of the witness this ratio is greater than that actually experi-
enced in the operation here in 1issue, since very little supervision and
dispatching are required in the handling of Bethlehem(s shipments.

The selection of the last quarter of 1954 for the purposes of
developing. the costs in question, the accountant testified, was a
representative one. He stated that, during that quarter applicant
transported a total of 3,0%9 146 pounds of iron and steel frem South
 San Francisco to San Francisco for Bethlehem, and that the corres-
ponding figure for each of the other quarters of the same year was
also a}little over 3,000,000_pounds. Thus, he said, the movement‘inl
question is’fairly‘constant throughout the year. |

Applicant's traffic manager testified that the contractual
.relationship betwecn his -company. and Bethlehem is a long-standing one,‘

P -\'-‘,

dating back at least to 1932 Assertedly, during that period Bethlehem |

S

has continuously utilized the scrvices of applicant, among others, in
the transportation of iron and steel articles between the : 'zf””'-
| points An question. Also, this witness stated, the operation in

t question is a highly efficient one. In support of this contention

ne pointed out that the loading and unloading of trucks is perfbrmed .

by mechanical means, that the- drivers assigned to the Betnlehem
ntraffic are experienced and require a minimum of instruction in making

,_their pickugs in the Bethlehem plant and that delays are rarely
encountcred '

6

According to this witness, the rates sought herein reflect dirferen-
tials of approximately one-half cent per 100 pounds under the minimum
rates in effect when the application was filed. At that time, such
rates ‘dncluded a temporary surcharge of five per cent. As herein-

before indicated-,L the surcharge is now 1l per cent. The witness point-

ed out that a half cent differential was accorded another highway con-
tract carrier for several years in comnection with the transportation
of iron and steel for Bethlehem between points in Southern California.
The authority in question was issued to A. D. Paxton and J. C. Peters,
doing business as Delalr Truck Co. The last extension of that: author-
- 1zation was covered by Decision No. 51200 in Application No. 29891
(6th Supplemental). It expired Jime 13, 1955. By Decision No. 515
a farther extension of the authorization was found not justified.

e
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The testimony of applicant's traffic manager was supported
by tnat of tne traffic manager of Bethlehem. The latter asserted that
his compeny‘was eminently satisfied with the quality of sertice which
applicant had provided through the years and was continuing to ofrer.
Because of that carrier s long experience and high degree of efficien-
ey in handling his company S shipments, he stated, Bethlehem was de—
sirous that applicant hendle as nuch of the traffic in question as
possible.‘ | | |

Yo' one opposed the granting of the applicatiocn..

Applicant is afriliated with United Transfer Co.-Carley &
Eamilton, Inc.,8 in that the president of applicent herein is also
the'president of United  The latter company is a highway common
carrier of general commodities, including iron and steel operating
‘between San Francisco and South San Francisco. In view of the provi-"
-sions of’ Section 35#2 of the Public Ttilities Code to the effect that
no person or corporetion shall engage\in the transportation of proper-
.ty both as a common cerrier and as'a highway contrect'carrierof“tne';
sanc commodities.oetween the same points, it waS'essential for tnet
‘pnrposes of this proceeding t0 ascertalin wnether ‘or not. United is the \
alter ego of applicant herein. Accordingly, testimony relative to
the intereorporate relation hips of these two companies wnsladduced
'at the’ adjonrned hearing by the aibrementioned accountant and by ap-,

'plicant's president The substance of this testimony is as follows,

—
Thes witness admitted that in the event of denial of‘the application

herein, .Bethlehem would continne to utilize the services of appli—
cant, as it has in- the past | -

g | .
Hereinafterfsometimes identified‘as "Onited'..
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George'D‘ Hartv~whoﬁis president and tréasurer or‘applicnnt
and of United owns 100 per cent of the stock of the former and S1. 7
per cent of the stock of the latter company. Dudley F. Miller is
vice-president and secretary of applicant, and 1s secretary of United,
but owns no stock in either company. The stock of United not neld
by George D. Hart is. owned by N, H. Hart (36 2 per cent), E. L. Carley
(6.05.per cent) and Edna Kalthoff (6.05 per cent). N. E. Hart and
E. L. Carley are vice presidents of United. | |

| ‘tne,manogenont of tnevtwolcompanies 1s‘kept_entiroly

separate. George D. Hart is in full cnargé~of applic;nt's policies~
and onerafions, yniie'E. L. Carley is in direct charge of tno;nct1v5 
ities'of United9 Hart does not particlpate in the management of‘tho
latter carrier, his activities in connection therewith being,almost
entirely confined to watching United's accounts and financial state-
ments. |

The operations of applicant and United are kept entirely
separate. Applicant maintains its gesersl office and yarc”in Sanlo
‘Francisco while United has 1ts general office and yard in Oakland,

Eech carrier has its own separate fleet of vehicles, separate corps

9 .
-According to the record, George D. Hart many years ago purchased a
50 per cent interest 1n the then separate firm of Carley & Hamilton,
Inc., E. L. Carley owning the balance of the stock and being in
full charge of that company's operations. Carley continued to
manage the combined operations of United Transfer Company and
Carley & Hamilton after the merger of those two companies, Carley's
current contract with United as manager of that compeny's operations
is due to expire in September 1955; however, Hart asserted theat,

as president and majority stockholder he is prepared to renew the
contract and has no other plans with respect thereto.

10 '
According %o the record, United also maintains an office in San

Francisco,: and applicant bases part of its fleet in the—East Bay
area. ‘
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of_office, operating“and malntenance personnel, separate g%spatCning

arrangements\and separate equipment maintenance facilities. None of
the office or operating employees of the one company has anything to
do with the operations of the other carrier. . ‘
While applicant and United utilize the services of the Same
accounting firm, tne respective accounts of the two carriers are kopt
entirely separate. Separate payrolls are also maintained, - Moreover,
while a single insurance policy, placed with one insurance. company;
covers both applicant and United, each of the carriers is billed. for,;
and pays, a separate premium for its share of the coverage under sucn-
policy. The record shows that, by combining their gross volume OL

business under one policy, the two carriers are able to get lower

: insurance rates.‘

ggnglnsign | |

It 1s clear from the evidence of record, and we hereby |
find that Farnaworth and Ruggles, applicant herein, and United
Transfer-\Carley & Hamilton, Inc., are not the alter ego. or ‘each
“other, but are separate and’ distinet carriers. Accordingly, tne
corporate'relationships of tHevtwo companies are not such aa to pre-
vent, under the provisions of Section 3542, supra, of the Code, the |
' operation of applicant as a highway contract carrier in the trans-

, portation of iron and steel between Soutn San Francisco and San |
"FranciSco.

11
Assertedly, during peak perieds or when emergencles arise applicant
sometimes rents vehicles from United and United sometimes rents

equipment from applicant. In all such cases the renting carrier is '
paid a charge for the use of such equipment | ‘
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‘Moreover, the evidence 1s convincing that applicant will |
be able to perform the transportation involved herein under the

soughf’rates'on'a compensatory basis.

The Commission is of the opinion and hereby finds that the
proposed reduced rates are reasonable. The application will be
granted, Because thelconditions under which service is performed may
'change at any time the anthority will be made to expire at the. end or ‘

one year, unless sooner canceled changed or extended by order of
the Commission.. |

Based upon the evidence of record and upen the conclusions
set forth in the preceding opinion,
 IT IS HEREBY ORDERED that Farmsworth and Ruggles, a corpo-
ratien operating &5 & highaay contract carrier, be and it is authorf
' 1zed to tranSport iron or. steel iron or steel articles, and
‘structural iron or steel for Bethlehem Pacific. Coasv Steel Corporation
from South San Francisco to San Francisce at rates less than tbe

' minimum rates but not less than the following.

Rate - :
_Minimum weigh ‘ (In Cents per 100 Pounds)

.Any Quantity
2,000, Poundsg_
) ,000 Pounds'

10 000 Pounds’-

20 000 Pounds.

36 OOO Pounds: ,

in order to avoid possible violation of the provisions of Section
3942, supra, of the Publle Utilities Code a limitation will be
placed upon applicant's service 2s a radial highway common carrier
during the existence of the authority herein granted. Also, the
granting of the relief herein sought will be made subject to the
condition that, in the event that applicant shall accept the highway
common carrier certificate granted to it by Decision No. 104,
supra, the auwthority herein granted shall expire effective with

the effective date of tariffs filed pursuant to the acceptance of
said certificate.
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IT IS HEREBY FURTHER ORDERED that during the period that
the authority herein granted is in erfect the aforesaid applicant
‘shall not engage'in the transportation of the same commodities ‘between
the pointa involved in this authority as s radial highway common
cerrier, and that any such transportation which applicant may. perform
in violation of these provisions shall be cause for revocation of the
authority herein granted

g lS HEREBY FURTHCR ORDERED that, 1if, during the period
| that the authority herein granted is in effect the aforesaid appli- :
cant snould accept the certificiete of public convenionce and
 necessity granted to 1t by Decision No. 51044, dated January 25, 1955,
in Application No. 35051, the authority herein granted shall be -
canceled said cancellation to be effective as of the effective ‘date
of the rates on the commodities and applicable between the points,
_involved herein, filed pursuant to the acceptance of said certiricate.

. IT IS HEREBY FURTHER ORDERED that, subject to the provisions
of the immediately preceding ordering paragraph herein, the' authority
granted herein shall expire one year after the effective date of this
order unless sooner canceled changed or extended by order of. the
Comnission.ﬂym | |

Tnis order shall become erfective twenty days arter the
date. nereof

Dated at | Sen Frasciseo , California, tnis-f7éz??éz

| '_ day of_ 0//’{}4{47 "\
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