sestoton 1o,_SB74S DRIGINAL

EEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application

of SOUTEERN PACIFIC COMPANY,
NORTHWESTERN PACIFIC RAILROAD
COMPANY, PACIFIC EZLECTRIC RAILWAY
COMPANY, PACIFIC MOTCR TRUCKING
COMPANY, and PETALUMA AND SANTA
R0S4 RAILROAD COMPANY for authority
to Increase certain split pickup

and delivery charges in Freight
Tariff 1505-C, Cal. P.U.C. No. 3898.

Application No. 36711
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Original Appearances

Charles W, Burkett, Jr., for applicants.

Arlo D, Poe, J. C. Kaspar, and R. D. Boynton, for
California Trucsing issociations, Ine.,
intervenor.

Jessle H, Steinhart, by Charles B, Hanger, for
Industrial Shippers Association, protestant.

L. B. Osworme, for California Manufacturers
Assoclation; W, R, Donovan, for C & H Sugar
Refining Corporation; Allen X, Penttila, for
Sherwin-Williams Company; E. S. sSeoth, ror
Sterling Transit Company, Inc; L. H. Wolters
and E. _R. Chapman, for Foremost Dairies, Inc.;
interested parties.

Additional Appearances on Rehearing

William M. Larimore, for Wigle & Larimore;

Ho J. Bischofs, for Southern California

Freignt Lices and Southern California Freight ;
Forwarders; Jim Quintrall, for Western Motor '
Tariff Bureau; interested parties.

Robert A. Lane, for the Commiscion’s staff.’

OPINION ON REHEARING

By Decision No. 51965, dated September 13, 1955, in this
proceeding, applicants hereln were authorized to increase certain
of their accessorial charges for cplit pilckup and for split delivery
of carload shipments transported in so-called "trailer-on-Llatear”

service between points in the San Francisco Bay region, on the one *

hand, and Los Angeles and other Southern California points, on ‘
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the other hand. On Septembder 30, 1955, Industrial Shippers
Assoclation, which had protested the granting of the application,

filed a petition for rehearing of the matter, That retition, however,
was not filed in sufficient time to stay the offective date of

Decision No. 51965, and the incressed charges authorized therein
2

became effective October 10, 1955.

By its order dated November 1, 1955, the Commission granted
protestant's petition for rehearing. In a letter dated November 10,
1955, addressed to counsel for applicants with copies to a1l parties
then of record, the Commission announced that rehearing pursuant to
the order of November 1, 1955, would be confined to the receipt of
evidence as follows:

(1) Evidence of the cost to applicants of the split

pickup aﬁd split deliver& services involved.

(2) Evidence of an estimate of the additional revenue

to be received by applicants during a represen-
tative twelve-month period, together with an
estimate of total revenues to be received by
applicants for the transportation of property
for the same peried.

Rehearing of the application was held before Examiner
Carter R. Bishop at San Franciséo on April 1l and June 6, 1956,
at which times evidence was Iintroduced by applicants in purported
compliance with the Commission's letter of November 10, 1955, and
full cross-examination by protestant and others was had.

L

The traller-on=flatcar cperation is popularly known as "plggy-
” back'" service.
The charges in question prior to being inereased ranged from 52
cents to $4.03 per component part, depending on the weight of
the component. As increased, the charges range from $1.00 to
$6.00. The uninereased charges were published in Southern
Paclfle Company Freight Tarlff No. 1505-C3 the charges as in-
¢creased are now published in Pacific Southeoast Freight Bureau
Tariff No. 294-A of J. P. Haynes, Agent.

-2-
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As stated in Decision No. 51965, supra, the pickup and
dellvery services provided by the applicant rail lines in con-
nection with the trailer-flatecar operations here in issue are
rendered for account of those lines by Pacific Motor Truecking
Company, & highway common carrier and a wholly-owned subsidiary
of Southern Pacific. Evidence concerning the cost of performing
those services was offered by an assistant engineer employed in
Southern Pacific's bureau of transportation research.

This witness testified that he had made a three weeks'
field study of trailer-flatcar plckup and delivery operations

in San Francisco, Oakland and Los Angeles. The period covered

: 3
was from January 16 to February 3, 1956, inclusive. In this

study, the engineer explained, detailed drivers' logs of times,
nileages and welghts were maintained and summarized for a sample
comprising 10 per cent of the total traller-flatcar tonnage
handled during the period in question. A4s a result of the study
it was found that the data relating to pickup and delivery oper-
ations in the San Francisco Bay area were deficlent in examples

of split pickups and split deliveries, in thet practically all

the shipments moved directly between the railroad loading ramp and
the shippers' dock, For this reason, the witness testified, the
costs developed in his study relate to the Los Angeles area, where
sufficient examples of multiple~stop service were obtained to
make a eomparison of cos%s entailed in rendering that kin& of

service with those experienced in single-stop operations.

The period selected for the study, an assistant freight trafflc
manager of Southern Pacific later testified, was typical of a
year's operations.

Assertedly, while there are minor variations in absolute cost levels
as between the Los Angeles and San Francisco Bay areas, the differ-
ences in costs experienced in multiple-stop versus single-stop pickup
and delivery operations are approximately the same in the two areas
mentioned.
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In Table i below are set forth the full costs incurred
by Pacific Motor Trucking Company, as developed‘by the engineer,
in the performance of the additional services entailed in the split
pickup and split delivery services involved herein. With those
costs are compared, for the various weight brackéts, the increased

accessorial charges as authorized by Decision No. 51965,

Table I

ggigitt Addgd Cost Increased
acke er Tariff Charge
(Pounds) omponent er Component

Over But Not Over

0 100
100 500
1000
1000 2000
2000 4000
10000
20000

While, as mentioned above, the traffic on which the engl-~
neer's study was predicated moved during January and February of -
this year, the expense factors whicﬁ he utillized are those which pre-
vailed on May 1, 1956. This was done, the witness stated, in order to
calculate costs pep coﬁponent part which would be as nearly current
as the time availadble for the study would permit. Indirect expense
was Tigured at 20.55 per cent of direct expense. This ratio, the
wltness stated, was developed from a stﬁdy of all traffic handled by
Pacific Motor Trucking Company, during a l2-month period. According
to the record, no costs were developed for component parts weighing

in excess of 20,000 pounds, the recason being that no such components

appeared in the sample of split pickup and split delivery shipments

utilized in the study.
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Counsel for Industrial Shippers Assoclation questioned the
englincer at some length regarding details of the cost study. Counsel
pointed out, among other réatures, the lack of regular upward pro-
gression, which he felt might reasonably be expected, in certain unit
cost factors as the weight of the component inereases. These factors
included platform and billing costs. He also contrasted the costs
as developed by the enginecer with those which were calculated by the
staff of California Trucking As;obiations, Inc., on the basis of
highway carrier operations generally in the two termlnal areas
involved herein, which study was introduced as an exhiblt in another
oroceeding before the Commission. The cost figures in that exhibit
relating to split pickup and split delivery service, the record indi-
cates, were substantially below those developed by applicants! witness
for the corresponding welght brackets.

Evidence concerning estimated reveanues of applicants was
offered by an assistant general auditor of Southern Pacific. He had
made a waybill study of all shipments moving during a two-week period
via the lines of applicants in California intrastate trailer-flatcar
service where split delivery or split pickup charges were assessed,
The period selected for the study was from January 16 to January 29,
1956, inclusive. The split charges for each of the shipments moving
between the points involved nerein wore recalculated on the basis in
effect prior to the increcases authorized by Decision No. 51965 to
ascertain the amount of additional revenue applicants received under

the higher charges., The resulting figurces were then expanded to 2

2

The docuzent in question was identified by counsel as Exhibit No.
62-8 in Case No. 5432 (Pedition No. 62). He caused certain cost
figures in the exhibit To be rcad into the record in the instant
proceeding., The exhibit, however, was not made a part of the
record herein.
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12-month period. According to an oxhibit introduced by the auditor,
applicants would receive annually wnder the charges here in issue
additlonal revenue of $18,331.6 The breakdown of this revenue among
the applicant carriers is shown in Table II below. The Northwestern
Pacific Railroad Company and ihe Pétaluma and Santa Rosa Rajilroad
Company arc not shown in the table, since no split pickup or split
delivery trailer-flatear shipments involving those carriers wore

handled during the test period between the points involved.
© Table II

Estimated Inercasc in Revonues Under
Incrcased Split Charges During
a lz2-Month Period

Southern Pacific Company $17,%10.
Pacific Electric Ry. Co, 895.

Pacific Motor Trucking Co. é.
Total ¥18;,; 3'3L1'.

This wiltness also adduced evidence as to the total freight
revenues received by applicants for the year 1955. Thesc amounts

are shown separately for cach applicant in Table III below, -
ble I

Total Freight Reveonues Received
For Yasr 1955. .

Southern Pacific Company (Pacific

Lines) : $464,351, 241,
Southern Pacific Company (Cali- )

fornia Intrastate Revenues) 51,690,702,
Pacifiec Motor Trucking Company 19,886,264,
Northwestern Pacific R.R. Co. 13,935,362,
Pacific Electric Railway Co. 13,455,065,
Petaluma and Santa Rosa R.R. Co. 339,729.

According to the rccord, the estimated revenue under the basis of
charges in effeet prior to October 10, 1955, would, on an annual
basls, amount to $20,738. The corresponding figure under the in-
creased charges is $§9,302. These amounts include small sums which
would accruc to The Atchison, Topeka and Santa Fe Rajilway Company,
a carrier not a party to this proceeding.

b
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The auditor also cstimated the total revenues to be received by
Southern Pacific Company (Pacific Lines) during the calendar year
1956 as 8#88,266,%27; This estimate includes additional intorstate
revenue to be roceived as a result of rate incrcascs authorized by
the Interstate Commerce Commission In Docket Ex Parte 196, effective
March 7, 1996,

The record made at the original hearing showed that the
traffic of Industrial Shippers Assoeiztion botween the two terminal
arcas involved in this proceceding was being trensported in appli-
cants' split delivery and split pilckup trailer-flatear service.

A witness for the Associotion testified at that time that, even if
the sought increases were authorized, the Association would continue
to utilize the traller-flatear scrvices of applicants as long as the
service remained satisfactory. As previously stated, the Assoclation
appcarcd 2s a protestant at the originel hearing and filed the peti-
tion which resulted in the rehearing of the matter. The record on
rehearing discloses that the Associntion did continue %o skip via
applicants' lines after the inereased split charges weat into offect
until approximately April 1, 1956, at which timc the traffic was
taken away from applicants and diverted to movement via a highway
carrder. Assertedly, the traffic is moving via saild ecarrier at the

same level of charges as is maintained by applicants,

Conelusions

In the original hearings applicants offered no evidence
relating to the c¢osts of performing split delivery and split pickup
services in conneetion with the trailer-flatear movements involved
7

The accessorlal charges involved herein as increased are on the
same level as those proseribed as minimum for the same services in

corncetion with movement via highway carriers under the provisions
of Minimwm Rate Tariff No. 2.
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in this procecding. In sceking authority to inercase their published
accessorial charges for those services they rolied upon other kinds
of cvidence, ineluding rate comparisons. The cost cvidence prescented
by applicants at the rehcaring is persuasive that the accessorial
echarges in quistion, as inercased under authority of Decision No.
51965, are not excessive. On the contrary, the evidence of record
indicates that the services to which these charges reclate are por-
formed at an out-of-pocket loss. It is truc that the costs as
developed by applicants{ engincer witness arc substantially in éxcess
of the average costs for highway carriers generally, as caleulated
by the California Trucking Associatidns in another proceeding, and
to which attention has been directed by counsel for brotcstant.

It appears, however, that the former more accurately reflect the

actual costs of operation incurred by Pacific Motor Trucking Company
in rendering the particular accessorial scrvices involved hercin.
As hereinbefore stated, the accessorial scrvices here in
issue arc actually performed by Pecific Motor Trucking Company for
account of the rall applicants. In so far as costs arc an clement
ﬁo be considered in measuring the reasonablencss of the accessorial
charges in question, the costs ineurred in performing the services
under consideration are, monifestly, the ones properly to be employed
for that purposc, rather than the compensation paid by the rail lines
to the highway subsidiary for the rendition of these scrvices. v//
In Decision fo. 51965 it was pointed out that the split
plekup and split delivery traffic undor consideration comprised |
approximately one eighth of the total't;ailer-flatcar traffiq handled
by apnplicants betweon péints,in.theSan Franciseo Bay and Los Angeles

arcas, respectively. The statement was also mado thorein that the

8-
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latter category of traffic mahifestly cmbraced only a small part of

applicants!' total operatlons, and the effect of tho propnsed inercascs
on thelr over-all revenue position would be negligible. The corrcee
ness of thet statement is borne out by a comparison of the revenue
figures shown in Tables II and III, supra, rospectively, for cach of
the applicants. A comparison of the annualized split pickup and
split dolivery revonue figures shown in Table II with the actual
systom freight revenue for the year 1959 as set forth in Table IIX
appears to be proper, since the study poeriod utilized by the audi-
tor in developing the figurcs for Table II occurred shortly after

the ¢lose of the year poriod‘utilized in Table IIIX.

Upon careful consideration of all the ovidence of record
on rehearing, and upon further consideration of the evidence and
argumcnt'introduccd at, or pursuant to, the original hcaring, the
Commission reaffirms the opinion expressed, and findings made in
Decision No. 51965 that proposed inereased charges, which became

effective October 10, 1955, pursuant to that deeision, are justified.

Based upen the evidence of record and upon the cenclusions
and findings set forth in the precéding opinion,

IT IS HEREBY ORDERED that the conclusions reached and the
findings made in Decision No. 51965, dated Septomboer 13, 1955, be
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and they are heredy reaffirmed.
The offoctive date of this order shall be twenty days after

the date hercof.

Dated at San Franciseq , California, this ‘2 64
day Qf;’ﬁzaﬁf;f€2fﬂfﬂ L) SAEI56 '

. s Fresident
4QMZ4{AQ ? @J //',4@({ L

-~

/B

/Commissioners

-10~ ..




