ORIGINAL
Decision No. Y

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Investigation
into the rates, rules, regulations,
charges, allowances and practices of
all common carriers, highwsy carriers
and city carriers relating to the
transportation of fresh or greon
fruits and vegetables and related
items (commodities for which rates
are §ov1ded in Minimum Rate Tariff
No. .

Case No. 5438

(Petition for Modification
. No. 7)

(Petition for Modification
No. 10)
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Glenz & Russell by Theodore VWi. Russell for Smith
Trangportation Co., petitioner.

Andrew David for Arroyo Grande Truck Company;
A. S. Pltzgerald for Fitzgerald Bros.; Grove G.
Lautzenhiser for Orange Empire Truck Lines,
Inc., and Polar Lines, Inc.; Ray E. Magness
for Imperial Truck Lines, Inc.; George K.
Oliver for George K. Olivor Trucking; respond-
enta opposing the patitlion,
J. Bischoff for Southern California Freight
Lines and Charles C. Wilson for Fred C. Wilson
and Sons, respondents. N
J. Deuel for Celifornia Farm Bureau Federation;
Jo C. Kaspar and Arlo D. Poe for California
Trucking Associstions, Inc.; and William J.
Knoell for Pacific States Motor Tariff Bureau;
interested partiss. ‘ _ ‘

Leonard Diamond and R. A. Lubich for the Commission's
staff.

OPINION
George C. Smith, Jr., an individual doing business under
the name of Smith Transportation Co., transports proﬁérty as a
highway common carrier between Los Angeles and points generally

along U. S. Highway 101 in San Luls Obispo and Santa Barbara

Counties.

By Petition for Modification No. 7 filed Jume 28, 195,

he sought the establishment of commodity rates in Minimom Rate
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Tarife ﬁo. 8 for the tranépgftétioﬁ 65 cortain fié;h'fﬁﬁitS'and‘
vegetables, commonly calléd produce, from packing sh&ds, prbcossing
pianxs and coolers, and in the case of lettuce, in shifmenxs sdbjecﬁ
towé minimum weight of 10,000 pounds, from rosdside at points and
places in the general vicinity of Lompoc, Santa Marila, Guadalupe,’
Oceaho ;nd Arroyo Grande, hereinafter termed the northern aro&, to
Los Angeles. The rates sought are lower than those presently
pbescribed as minimum in Minimum Rate Tariff No. 8.

By Petition for Modiricap;pn No. 10 filed Septeﬁiér é,
1955, petitioner seeks suthority uﬁéer the provisions of Sections
Nos. 452 and 726 of the Public Utilities Code to publish the same
rates as théaé proposed Iin Petition No. 7.l

Public hearing was held September 27, 1955, befére
Exeminer J. E. Thompson at Los Angeles. At the hearing petitioner
was granted leave to amend Petition No. 10 80 as to clarify
descriptlon of service areas and to make a correction ;plthéArates
set forth in Exhidit "A" of the petition. Petitloner was also
granted leave to amend the petition so as to request authprity to
depart from the long and short haul requirements of the Constitution
and the Public Utilities Code in publishing the rates. The matters
were taken under submission on October 6, 1955, upon the f{iling of
the amendment to the petition.

Minimum - Proposed Rété ... Presemt Minimum Rate :
Welght From Northern Area From Lompoc From Arroyo Grande

ARQ. 70 108 107
2,000 0 Z 81
4,000 5 8 %

10,000 Lo 7 0

i L

%: 000 35 ’
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At the outset, petitloner stated that he would proseéute
the matters cet forth in Petition No, 10. Ee made a motion that
Petition No., 7 be dismissed. V/

In justification of the authority sought pbtitioner
alleges that by reason of his inslstence upon the 106j1hg and
assessment .of the minimum rates prescribed by the Cornmission that
he has Steadily lost traffic to proprietary operators or to non-
certificated carrlers operating into and out of the northern area
only sporadiCally. Exhibit No. 2 offered by petitioner shows that
he earned $70,006 for tfansportation of produce in 1946, such
amount conatiiufing 56 per cent of his total revenue for that year,
whereas in 195h he earned $71,337 which was 11 per cent of his
total revenue.

Petitioner festified that he can make a profit at the
proposed rates and that 1f he is authorized to charge the lower
rates, the increased tonnage that he could expect would provide a
more eofficlent and economical operatioh by reason of a better
balance with the present volume of traffic he transports into the
northern ares out of Los Angeles. He introduced a cost study upon

which he bases his conclusion that the proposéd reduced rates would
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return a profit. The cost study shows full costs lower than the
proposed rates in all instances. The line haul cest factors and
the ratio of indirect expense to direct expense were takexn from
the operating experilence of petitioner as shown by his books of
accounts. Pickup and delivery costs for handling truckload ship-
ments were also developed from potitioner's operating experience.
Because he had little recent experience in transporting less-than-
truckload shipments of produce, the petitloner adopted those cost
factors developed by the Commission’s staflfl and reflected in
Exhibit No. 1006 presented September 3, 1952, in Case No. L&OB.
Billing and collection costs were also taken from Exhibit No. 1006.
Some very substantial discrepancles In the petlitioner's
coat study were pointed ocut. The cost figures taken from Exhibit
No. 1006 are outdated and as indicated in Decision No. 521L3 dated

October 25, 1955, do not reflect the current cost of labor. In

\_/%QQJ.light of the fact that petitioner IRuElly relled upon such data in

estimating the cost of pickup and delivery of less-than-truckload
shipments, his estimates cannot be deemed to accurately portray the
current cost of providing transportation service of less-than-
trucklecad shipments.

The line haul costs estimated by petitiloner also appear
to be understated. In developing the average welght used to convert
costs in terms of cost per one hundred pounds, petitloner apparently
assured he would have a load of produce southbound for every
schedule he would have northbound and vice versa. Such assumption
might have been vallid if it had been shown that there 1s an equal
end constant amount of traffic avallable to petitioner flowing in
both directions, but the evidence of record shows that such is not

the cace here. The southbound produce traffic 13 very seasonal

e
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with a heavy volume in the summer and a dearth of movement in the
winter. Petitioner's exhiblt shows that there 1s & dally fluctuation
in the number of northbound schedules. If under the reduced rates
petitioner handled the volume of produce traffic he expects to
secure, it would appear to be a happenstance that he would on any
succossion of days have no empty schedules in one direction or the
other.

It also appears that while petitioner based the cost
estimates upon a round?trip operation, he considered only perform-
ance factors in the handling of truckload shipments of produce and
did not give recognition to performance or cost factors involved
in the handling of less-than-truckload shipments of general freight
which constitutes his main northbound traffic.

In support of his allegations that the competitive
situation justifles the lower rates, petitioner testified that
the competition takes three formms. One type 1s the highway common
carrier or permitted carrier which, like petitioner, 1s engaged
in performing a year around service to shippers in the northern
area. He stated that he 4id not consider the prospect of diverting
trafflic from such carriers by charging lower rates because he
anticipates they would correspondingly reduce thelr rates. A second
type is what petitioner termed the "in and outer" who 1s a permitted
carrier that follows the harvests throughout the state. This type
of carrier, according to petitioner, contracts with the growers at
the”beginning of the harvest, obtaining the patronage by various
means which almost always involve the assessment of charges less

than those prescrided as minima. Illustrative of the means used

-S-
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is the charging of the truckload minimum rate for all shipments
whether or not the shipment contaipgwthe;presq;ibe§ minimom weight.
Petitioner stated that at the peak of the harvest,_be;ausé of ﬁhe
volume of traffic, substantisl profits can be made by carriéfs ;t
rates lower than the presently established minima. When the pesak
has passed and the volume of traffic dwindles, the "in and outer"
loaves and the highway common carriers are tendered the leas
profitable traffic. Petitloner stated that the proposed low rates
would discourage the "in and outer" competition in the ares and he
would be able to partlicipate in the volume traffic that moves during
the harvest season.

The third type of competition is what petitioner terms
the "grower-controlled carrier". He stated that with a heavy volume
of traffic there are substantial profits to be made in transporting
produce. A number of persons who are primarily interested in the
growing or marketing of produce have found ways in which a portion
of those profits can be retsined. One method is for a grower or
A person controlling the traffic from a grower company to obtain
for hire carrler permits from the Commission and employ subhaulers
to perform actual transportation. The difference between the
charges computed at the minimum rates and what the "grower-carrier"

pays the subhauler may be between 10 to 25 per cent of the revenue,

Another arrangement i1s that whereby a grower or person controlling
the traffic will sell motor vehicle equipment at an amount above
the market prico of such equipment with the understanding that all

or a substantial portion of the grower's traffic will be tendered
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to the purchaser of the equipment. Petitloner states that the
proposed reduction in rates will reduce the amount of gain to be
derived by growors through such means and will thereby remove the
incentive of the growers to engage In such practlices. He believes
that the traffic would then revert to the regular for hire carriers
and that he would obtain a fair share of it.

The general manager of Arroyo Grande Truck Compary, a
highway cormon carrler engaged in transporting produce from a
portion of the northern ares to Los Angeles, testified that it
competes with the petitioner at the same rates as those published
by the petitiohor. Since May, 1952, it has experilenced an increasing
volume of traffic rather than a decrease as experienced by the
petitioner. He stated that 1t has not encountered serious competi-
tion in the forms alleged by petitioner and has not lost traffic
because of rate cutting practices of other carrliers. He tostified
that he has actlively sollicited the produce traffic and has found
that shippers desire that their produce be transported in insulated
equirment. He atiributes the increasing volume of Arroyo Grande
Truck Company's traffic and petitlioner's decrease in traffic to
the fact that the former has acquired Insulated motor vehicle
equipment whereas petitionor has not done so.

A number of respondents, including Arroyo Grande Truck
Company, opposed the granting of Petiltions Nos. 7 and 10. They
argued that petitlioner does not provide a service which meets the
desires of shippers and that If the rates sought were approved,

the petitioner could not expect to acquire traffic because they,
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as competitors, would continue to provide service in insulated
equipment at the raduced rates and would thereby retaln their
tralfic.

Conclusions

Petitioner testified in general terms that certain compet-
1tive transportation conditions exist. There was testimony by an
opposing party that such conditions do not exist. Under such
circumstances and where the potitioner has not been specific in
identilying the alleged competitors he has not sustained the burden
of proof in tho showing of transportation conditions which would
justify the establishment of a lower than maximum reasonable rate.
Because of deficlencles in petitioner's cost study, it cannot be
deemed adeguate as a basls for determining reasonable minimum rates
for the transportation services involved.

Upon careful consideration of all of the facts and
circumstances of record, the Commiscsion is of the opinion and
hereby finds that potitioner has not shown that the presently
effoctive ninimum rates are unreasonable or that the proposed rates

are reasonable or justifled by transportation conditions.

Based upon the evidence of record and upon the conclusions
and findings set forth Iin the preceding opinion,

IT IS EEREBY ORDERED that Petition for Modification No. 7
filed June 28, 1955, in this proceeding be and 1t is hereby denled.
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IT IS HEREBY FURTHER ORDERED that Petition for Modifi-

cation No. 10 filed September 10, 1955, in this proceeding be and
it 1s herebdy denied.

The effective date of this order shall be twenty days
after the date herecof,

Dated at San Franciseo _; California, this .20 ~day

/Z@,c,[a:/,

~ President

é;;/’ ~ Lormissioners




