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Decis10n No .. __ .... R""'\:.,lI,~8:...1, i,;;.,6;;..-7A:...-_ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
PACIFIC TRAILER SHIPS) INC., tor a ) 
certificate of public convenience and ) 
necessity to operate ste~~ships between ) 
the harbors of San Francisco and ) App11c~t1on No. 37404 
Lo s Angeles tor the transporta.tion of ) 
automobiles and motor fre1ght carr1ers ) 
including tractors) trucks erA trailers. ) 

-------------------------------) 
(For appearances see Append1x A attached hereto.) 

o PIN ION ... --- ---

By its application, as amended, Pacific Trailer Ships, 

Inc., requeots a. certif1cate of public convenience and neceosity 

to operate steamships betweon the harbors or San Francisco and 
• 

Los Angeles for the transportation of automobiles and motor freight 

carriers including tractors, trucks and tra11ere. 

Public hearing was held before Comm1ssioner Untereiner 

~nd Ex~inor Daly at San Francisco and Los Angeles. The matter 

wao submitted on June 11, 1956, subject to the ti11ng of br1efs 

since received and considered. 

Proposed Service 

Applicant, a Ca11fornia c.orporation formed in May 1955, 

proposes to construct and operate two vessels spec1ally designed 

to earry trailerG, truck3, and automobiles. Each ship will be 

640 feet in length, have a begm ot 84 feet and be capable of a 

speed or 22 knots. Each will be constructed with three decks, 

which will be laned oft and will arford a total of 10,000 lineal 

teet tor the stowage or veh1eles. The proposed rate is two dollars 

a lineal foot. Tho vehicles will be loaded and discharged at the 

stern over specia.lly designed ramps from sh1p to shore •. It :is 
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• 
estimated that each ship will cost approximately ~l>lO,OOO,OOO and 

take approxL~ate1y 16 to 18 months to build. 

According to applicant's proposal of service, the vossels 

would depart their respective terminals daily about 7 p.m. and 

arrive at their reopeet1ve destinations about 1 p.m. the following 

day. No sailings would be made on Saturdays and the departure 

time on Sundayo would probably be about 1 p.m. The ships would 

be operated a total ot 300 days each year, with provision for the 

annual overhauling of each vessel. 

Truck companies would deli~rer their vehicles to lO-acre 

marshalling yard$ to be located at each terminal. The vehicles 

would be loaded on bOQrd and d1scha.rgeo. 'by means of spec'ial 

tractors. 

Pro'posed Financing 

App11cant states that definite commitments for the 

financing ot the vessels and their operations cannot be obtained 

until it has been gr~ted a certif1cate of public convenience and 

necessity from this Commission as well as approval from the Marit~o 

Com..'"rliss:lon, the Secretary of Commerce and, the Secretary or Defense. 

However, applicant offered evidence rela.t1ve to its plan ot 

financing the enterprise when the aforementioned certificate and 

approvals have been obtained. 

In addition to the estimated cost of $20,000,000 for the 

two ships it is estimated that the total disbursement oS tor the 

first year, includins fixed charges and direct operating expenses, 

will approximate $4,724,$46.60; so that the initial COgt of the 

venture will be almost $2,,000,000. 

At the present time, $46~ooo of risk money has been 

invested by the organizers. Upon tne granting of the certificate 

herein requested an additional $30,000 of risk money has beon 

-2-



• A-.37404 OF 

committed by the organizers. After obta1ning the approval or the 

MQr:i..t~ .. me Comm1~sion it will be necessary to obta.in a commitm.ent 

for a long term loan from a major insurance company in the minimum 

~ount of $17~500~OOO or 87~ per cent of the $20,OOO~OOO 

construction CO$t. It was indicated that if the ships qualify as 

"speCia.l pur pose vessels, essent isl. to the Na.tional Defense" ~ 

applicant will be entitled to insurance of a construction bank loan 

nnd a twenty-year m.ortgage loan by the United States Government 

pursuant to Title XI of the Merchant Marine Act of 1936. 

Applicant plans to issue three types or securities: 

(a) 100~OOO shares of Class A common stock to be the sole voting 

stock of the corporation; (b) 100,000 shares of Class B com:aon 

stock, nonvoting, limited partici~ation in dividends and redeemable 

at the option of the corporation; (c) 200~OOO shares 01' 6 per cent 

cumulative preferred s~ock, $2$ por share par value. 

(Total ~$,OOO~OOO) 

All of the Class A common stock, it was stated, will be 

issued to the organizers as consideration for their risk capita.l 

and promotion effort. 

With respect to the Class B common stock it was explained 

that, vnth the proper authority, obsolete or near-obsolete vessels 

can b~ sold and transferred to a foreign registry for a substuntial 

profit. It was further explained that~ as a means of encouraging 

ohipbuild1ng in American shipyards, tho Moritime Commission allows 

the builder of new ships the right to lM.ke sUI:h transfers. A:s the 

builder of two new ships, applicant would be j!)nt 1 tled to assign 

the right of tranzfer to a concern which owned two obsolete ships 

and wished to soll and transfer them to a foreign registry at a 

profit. Applicant proposes to assign the right of transfer provided 

the assignee agrees to purchase all of the Class B common stock 
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w1 th the prot 1 t realized trom the transfer and sale I':>!' the ships. 

It is est1ma ted that the profit will amount to appro;"1mately 

$1,$00,000. 

Atter contacting certain private investors concerning 

the purchase 01' the preferred ~tock, applicant indicated that 

apprOXimately $0 per cent of the shares, or a total 01' $2,$00,000, 

can be sold when and if the issue is authorized. 

Economic Feasibilisr 

Applicant employed the services of a. local consulting 

engineer as well as the services of a New York enginooring f1rm. 

Separate st~dies were prepared and introduced in evicence. In 

addition, a similar study was prepared and introduced in evidence 

by a consulting engineor on behalf of protestants Southern Pacific 

Company and The Atchison Topeka Dnd Santa Fe Railway Company. 

Tho :studioo were predicated on record.s ond reports ot 

this CommisSion, traffic checks conducted by the State Department 

of Highways, records of registration from the State Department of 

Motor Vehicles, and population figures. In tho case ot o.pplicarJ.t' s 

studies, conferences were held with the management 01' many carriers 

as well as with officials of civic organizatio~ Consideration 

was given to the 8rowth or west coast traffic and, from historical 

figures, future trendo ~nd trarfic potential were devoloped. 

All of the studies indicated future as well lH: past growth 

and development in traffic between the pOints herein considered. 

The main point of difference concerned the wnount of traffic the 

proposed operation would divert. 

It was the conclUSion of the applicant's experts that the 

proposed service would be economically feasible if it developed 

traffic amounting to 1$0 vehie1es per trip in 19$8 (assumed as the 

first yea~ of operation). It was their opinion that such an 
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operation sho~ld produce sutficient revenue to meet tho ostimated 

operating expenses and fixed charges. Protestants' expert I on the 

other hand, wee of the opinion that the proposed service wOl.lld not 

divert enough traffic to meet such ,operating expenses and tixed 

cha.rges. 

Public Witr..ess Test imony 

Public witnesses te~titied at San Francisco or-d 

Los Angeles. For the most p$.rt they reprElsonted tru.ck carriors 

presently engagod in the transportation ot property between the 

proposed areas. They testified, in br1ef, that they frequently have 

occasion to tra.nsport truckload shipmencs that do not require an 

overn1ght service nnd that they would use the proposed service on 

Sl.lch occasions. Their primary interest wa.s in the attraetive rato 

proposed, but it was tllso pOinted out tho:!: use ot the service would 

lead to a substantial saving to the carrier as the resl.llt of reduced 

opernting costs. It was conceded, however, thnt any sav~s would 

ultimatoly havo to be pa~sod onl to some extent, to the shipping 

public in the torm of reduced rates. 

Protestants Showing 

With the exception of the exhib it and ex.pert testimony 

introduced jOintly by Southern Pacit'1c Company" The Atchison" Topeka 

and Santa Fe Railway Company and their subsidiaries, the only 

affirmative showing made by a:n.y of the protes'cants was the 

operational teotimony introduced on behalf of Insured Transporters" 

Inc. The sum and substance of such test~ony was that because or 

the nature of their equipment the proposed service could not be 

used, by carriers engaged in the transportation of motor vehicles. 

Issues Raised in Briefs 

It is contended in the briefs filed on behalf of certain 

protestants that it is legally impossible for the truck carriers to 

-5-



A-37404 GF .:'10 

retain their statue Be "highway carriers" if the transportation for 

a :H.fostant1al part of the d1stance is in fact performed by a water 

carrier. In such case, it is argued, neither of the statutory 

, requirements that the transportation be perfor.med by a motor vehicle 

nor that the property be tran~portea over a highway is met. It is 

further argued that by the very nature of its operation a radial 

highway common carrier cOllld not use the service. It is also argued 

that a contract carrier could'not use the sorvice, for to do so 

would constitute a breach of contract between the carrier and the 

shipper of the goods. Protestants take the position that the 

proposed service could only '00 performed on the basis ot a froight 

forwarQing operation or under a joint rate arrangement as in tho 

ca.se ot rail "piggy-back" service in interstate commerco. 

Inasmuch as tho preponderance ot the evidence supports a 

finding that the proposed operat~on is economically feasible if 

both cortificated wld permitted carriers can lawfully avail 

themselves of the serv1ce, and certain port authorities and Ch~ber 

of Commerce representatives, as well as other public witnesses, 

have pointed out advantages to the publiC that would accrue from 

diverting traffic from the major highways between the state's two 

principal metropolitan areas, a denial of the application would 

have to rest, in large measure, on a conclusion that these arguments 

advanced by the protestants are valid. We do not so conclude. 

Although th~ term "highway" is, frequently used in the 

PuOl1c Util1 ties Code ·,vb.on reterr1z-.g to 'jjhe ve.r1QU3 • ' .. ' 

types ot ':;rucl~ ca.rriors" it ca.,--,.not be interrod' tho.t t'h.is in 

itself rootricts such carr10rs to ~~e use or highway~ oxclusively_ 

Highway co.rriers may and do oporate within city limits, 

on private roads, and within pri'.:ate areas tJuch 0.3 state· and nat10nal 
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parks and federal territory suCh as the San Franc1sco Presidio, 

Without losing tho1r 1~ent1ty as highway car~iers; provided some 

portion or the transportation service is performed over the public 

highways. Moreover, the Legislature, in the Highway Cs',rriers t Act, 

not only dotermined that the use of the highways by for-hire 

carriers is a business affected with a public interest, but it also 

requ1red this CommiSSion so to regulate that business that it will 

trpreserve tor the public the full benefit and use of the public 

highways consistent with the needs of comm~rce without unnecessary 

congestion or wear and tear upon such highways." (Sec. 3$02, F.U. 

Code.) Further, Section 727 of the Public Utilities Code provides 

in part: "It is the policy of the State that the use of all water­

ways, ports~ and harbors of this Stato shall 'be encollraged ••• ". 

In view of the increasing congestion on the public 

highwa.ys, resulting in a docrease tor the publi c of the "full benefit 

and use" of ~uch highwG.Ys which. this Commission i3 requ1red to 

preserve "consistent with the needs ot commerce", it appears that 

the purposes expressed by the Legislature in both Section 727 and 

Section 3$02 of the Public Utilities Code will be subserved by a 

conclusion thAt highway cnr~1e~s may lawfully usc applicant's 

proposed service and still retain their identity and rights as 

tor-hire motor carriers as to tho through movemen1~ of froight. 

Finding noth~ in the law that expressly prohibits truck carriers 

operating under our jurisdiction from using the type ot service 

herein proposed, we are of the opinion tha'c such use, being in the 

public interest and consistent with the general p~poses of the 

Highway Carriers' Act, would be la.wful. 

We do not, in expressing this op1nion, imply that the use 

of applicant's services would necessarily be lawful tor all carriers 

under all circumstancos. Whether a contract carrier could use them 

-7-



would certainly depend in part upon tho terms of his contracts 

with his shipper cU3tomer$~ Whether a radial highway common c~r1er 

could use thom would depend in part upon whether they were used 

vdth such frequency as to transform h~ into a carrier between fixed 

termini in violation ot the limitations on his rights. Determinn. 

tion as to the lega11ty of the use of the proposed service by 

specific truck carriere ~nder 3pec1t1c c1reunl~tance3 mny have to 

be made from t~e to t1me by this Commis31on~ For the pur,po3es of j 
this dec:i.s1on~ it is not necessarr that we define 1n advance the 

exact limitations that might ultimately be found to exist upon the 

use of the proposed service by particular types of highway carriers. 

It is sufficient that we find .. as we do .. that the estllblishm,ent or 

the service .. for the USe of such truck carriers as may lawfully 

avail themselves of it, is in the public interest. 

This Commiss10n would not .. of course~ issue a certit1cate 

on the basis or which substantial suma ot money may be 1nvested~ 

it it appeared that the service .. when offered .. could not lawfully 

oe used by those tor whom it is designed. ~e would not certificate 

this applicant it we were conv1nced by protestants' arguments that 

the proposed serv1ce can lawfully be rendered only on a freight 

forwarding or a jOint thrQugh rate basis, and that hlghway carriers 

are rigidly limited to operations by selt-propelled vehicles over 

the public highways& By statute and det1n1tion l 1t is true, a 

highway carrier is one who does so operato; but the statutes do not 

contine him to such operations exclusively. In view of the 

legislative purposes and intent as set forth in the Highway Carriers' 

Act, and in the absence of' any statutory prohibition aga.inst the 

-8-

, 



A-37404 GF~' 

use or such means of providing through serv1ce as are provided by 

tra1lersh1ps, th1sCommission must base its decision in this matter 

on its finding as to the public interest. We rind that the ~lerv1ce 

here proposed would sttmulate port activity at two or the major 

port3 of the West coast; would help el~inate traffic congestion 

on the over-crowded highwa.ys 'between San Fr~nc1sco and Loo Angeles; 

J 

and would result in financial savings to the truck carriers and v' 
eventually to the shipping public. 

The Commission is therefore of the opinion, and 30 finds, 

that pUblic convenience and necessity require the granting ot the 

a.uthority sought. Inasmuch, however, as applica.nt has neither 

comploted its financial arrangements nor procured the needed ships, 

this gr~t of authority must be made subject to certain conditions 
. 

subsequent, as will appear in the order. 

o R D E R -- - --

Applieation having been f1led~ public hearings having 

been held, and the Comm.1ssion having found th9.t public convenience 

and necessity so roquire, 

IT IS ,ORDERED : 

1 .. Tha.t Pac11'io Trailer Ships, Inc., be, and it hereby 
is, granted a eertificate of public convenienoe and 
necessity authorizing the establishment and operation 
of service as a eommon carrier ~y vessel ror the 
tra.nsportation of aU'tomob1les and or motor 1'reight' 
including tr3ctor~, trucks and trailers, either 
loaded or empty, between the harbors or San Francisco 
and Los Angeles. 

2. That the certificate hereinabove granted shall be subjec'c 
to revoca.tion by the Commission on its own motion and 
wi thout pub lic hearing unle ss the applicant sh.all, 
within six month~ after the effective date of' this 
order, have tiled with the Commission a vorif1ed 
statement setting forth its complete financial structure 
and indicating, to the satisfaction of the Commission, 
that the necessary monies are on hand or committed; / 
and unless the applicant, within two years after tho v 
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effectiva date of this order, shall have filod ~ith 
the Commission a verified statement that the required 
vosselo have been ac~uired, or have ~en ordered 
and either are constructed or arc in process or 
being constructed. 

3. That this authority shall expire if not exercised by 
actual commencement and continuous operation of the 
proposed service within three years from the effective 
date o!"this order. 

4. Prior to the inauguration of servj.ce a.nd on not les's 
than five days' notice to the Commis:;;lon and the 
public, applicant shall file in triplicate and 
concurrently 'make effective appropriate tariffs and 
t i!o.etab 1 as'. 

The effective date of this order shall be twenty days 

after the date hereof. 
Datod at ______ ~~~nn __ Fr_rul __ e~ __ o ____ 1 California, this 

i 
Irp':;'" 

day of ___ O_C_TO_B_ER ___ ~ 
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APPENDIX A. 

LIST OF APPEARANCES 

For Applicant: V~allace ~ Garrison, Norton & RaY'" 'by W. R. Walla.ce. 
~" and R. P. Norton. 

Prote$tant~: William Me1nhold and R. E. Wedekind, for Southern 
Pacific Company and Pacific Motor Trucking Com.pany; Edward M. 
Berol and Bertr~ s. Silver" for Pa.cific Intermo~nta1n Express 
Co. and ~~est Coast Fa.st Preigb. t; Robert Vi. Vualker a.nd Matthew H. 
Vv1tteman, by Matthew H. Witteman" for The Atchison" Topeka. and 
Santa Fe Railway Co. a.nd Sa.nta Fe Transportation Company; 
McCutchen, Thoma.s, Matthew, Griffiths & Greone, 'by Gera.ld H. 
Tra.utman and J. Stacey Sullivan. Jr." tor Pa.c1t1c Steamship 
Company; Glanz & Russell, by Theodore w. Ruosel1~ fo~ In3urod 
Transporters" Inc., Convoy Company, California Auto Tro.nsportero" 
Auto Transport Company of California, Auto Shippers, Inc.; and 
E. A. Mc~,~illan, ror tho California StD.'CO Legislative Committee" 
Brotherhood. of Railwa.y and Steamship Clerks, Freight Handlers" 
Express and Station Employees. 

Interested Partios: Barrott & Ha~kleroQd, by DUdley Ha~kloroad, 
tor Mrs. H. F. Alexander; Jack Clodfeltor, for McCor.mick & 
Company; D. J. MorriS, for-America.n Presidont Lines, Ltd.; 
Russell Bevans" 1'or Dre:ymen's Association of San Frnnc1sco; 
II\i111am R. Da1;y, for Los Angeles Chamber of Commerce; Harold F. 
Culv, for Culy Transportation Co~pany" !nc.; Arlo D. Foe, tor 
COI1for.nia Trucking As:oeiat1on3, Inc.; Colhoun E. Jacobson, tor 
the City ot San Diego Haroor Departmont; J$ H. Morrison, tor 
Northern California Ports and Terminals; Charles c. M111er~ 
for the San FranCisco Chrunbor of Commorce; A. F. Shumacher, 
tor Owens-Il11no10 Class Co; Jefter~on H. Myers, ~or tne ~oard 
ot State Har'bor Co~~1ss1oners for the Port of San Francisco; 
w. F. McCann, for Johnson & Johnson; E. J. Amar, William A. 
Horrin~ton & E. F. Monn1nE" for the Long Beach Harbor 
Departmont; and John 8. Parkinson, for the Los Angeles Harbor 
Department. 


