
Os 

Decision l~o. 
64.169 

--------
'BEFORE T"~ PtmI.!C 'O'IILITIES COMMISSION OF. TIrE SIAl'Z OF CALn'ORNIA 

In tbe ~tter of the Application of ) 
Sfn T.t./,I..NSPORTATI01-.r COMPANY) a ) 
califo:nia corporation, to increase) 
Rates and Chaxgcs. ) 

----------------------------~) 

Application No,. 1.~.s.75 

Marguzm C. George, for applicant. 

~. A. Lubieh and John F. Specht, for' 
the tomQission staf±. . 

o ? I N I 0 r-r ........... -... .... _--

Safe Transportation Compa:lY, a co:rporatio'i.'l, operate s .as 

a h~1way common carrier of new, uccrated furniture in Northern 

California. By ~his application it seeks to increase its rates anG 

charges by ten percent above t~1e level$ in effect on June 21, 1962, 

the da~e on whicb the application heretn was filed. 

Public bearing. of the application was :le1d before Examiner 

Ca=ter R.. Bishop at San Francisco on July 17, 1962. 

Minimum rates for tA.'le transporta'~ion of new, uncrated 

ft.:rniture between points in this State are provided in Minimum Rate 

Tariff l~o. ll-A. According. to the record b~rein> applicant's rates) 

as of June 21, 1962, were on the same level as those set forth in 

said minimum r~te t~iff. By Decision No. 6l75~) dated ~y 28, 

1962) in Petition for Modification No. 13 in Case No. 560l, the 

rates and charges named in r:Fmum R.ate Tariff ~~o. ll-A were ir_

c-reased by V.:lrying ai:::ounts'- This adjustment became effective on 
1/ By said decision, the minimum rates for transportation between 
- po~ts within ~ defined 12-coonty area ce~ter~~ on San Francisco 

Uly were inc:cased by three percent. T:1e mi:l.:f.m.um ra'ces fo:: all 
o·tbe:t: mOVC!:l~ts were increased by amoun:i:s ral.~'l.g. fro:n one to 
eigl.1t pereent~ dependLi.S Ill'on 'tile 1cnstb of haul and the weig!1t 
of the sbip:cnt. 
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July 14, 1962. However, as of tb.c dat~ of hearing intbe instant 

~t~er applicant hed not yet adjusted its rates to conform to the new 

tiUlmt.'C. rate levels. The reco:d indica'tes, however, that applic:Jut 

w~s taking. steps to bring about such conformity 0 

Applicant': s pres.ident i:estified' tbat approx:i'.ma'l;:cly 80 

?Crcent of tae carrier's traffic is between points, lo~atedwithin 

the above-mentio::led 12-county area centering on San Francisco. Bay. 

He fur:ber stated that, based' on his company's experience during. t~'le 

l2-'Clontb period en6ed June 30, 196.1, the three percent rate increase 

in min±num rates sOu&'lt for said area by Petition No. 13, and sub

sequently ~utborized, was insufficient to offset increased eosts of 

operation. For this reason the application herein was filed. 

Applicant's rates were last adjusted on October 17, 1960, 

when .:In increase of eight percent was effected purs1:ant: to Decision 

}!oo 60767 in Application No. 420l:·7. The record herein discloses 
, 

that s1.:bsequently increases in labor and related costs have been 

c~~erienced by the carrier. Effective July 1, 1961, a wage' increase 

of seven e~ts per hour together wit~"l. increases in certain fringe, 

bene~its was experienced. On February 1, 1961, there was a cost-of

living illcrease in wage rates of two cents per hour. Applicant's 

presiecnt estimated the over-all effect of ~hese labor contract 

adjustments to ~ount to a five percent increase in labor expense. 

Additionally, there h~ve been increases in payroll tax expense. 

Also, effective July 1, 1962, there was another .increase, under tbe 

current 't-l~ge agreement, of six cents per hour in wage. rates·. 

'!'he witness had made a st\!dy of the company 1 s· operatil:g 

:esults for reee~:: years. Accorditlg, to this study', the carrier's 

ope:~~ions reflectee net :evcnue (before income taxes) of $4,912 in 

1.959> 3:>.d 10SS0$ of $3,401 and $&,750 in 1960 and 19~'1~ respectively ... 
',I" 
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r:.,e corresponding operating ratios were 96~ 103- and 108 percent ~ 

respectively. Tae foregoing results were for the fiscal 12-month 

pc:iod eneed June 30 of each of t~e indicated, years. 

The witness testified also. concerning estimates be had 

'Q.-;C:e of operating results under the proposed increased rates~ at 

expense levels prevailing at the time offlling of tbe application 

'herein. T'eese results were developed by makin& adjus:tments in the 

recorded revenue and expense figures for the abovc~entioned fiscal 
y 

year 1961. The revenue figures were increased by ten percent and. 

tbose portions of the expense figures relating to labor and related 

costs were revised to give full effect to the above-described 

changes except t~hat no effect was given to the wage rate increase 

of six cents per'hour whicb went into effect on July 1, 1962. 

Certain items of expense were revised to reflect actual expenditures 

for the test year, whiCh expenditures had been completed by the time 

the stlldy was made. Otber items were revised to' reflect an average 

of the tt~ee preceding fiscal years. 

According to applicant's study, if the sougl"J.t: increase 

b3d been in effect during the fiscal year ended June 30~ 1961~ and 

during t~at same period expense levels as of June 2l~ 1962, had 

prevailed, the carrier's operations would still bave resulted in a 

loss of $5,686 and would.have reflected anopcrat1ngrnti~of 104 

percent. 

The record discloses that the above estimates are subject 

to certain modifying factors. As a forecast of future operating 

results under the proposed rates tbe revenue estimate assumes the 

same volo:me of business as was l'landled in the fiscal year ended 
'.' 

3/ App11can~ IS bool:-s are ,.:1osed on June 30 of eacb year. Its· 
,=csident's study was made prior to the close of tbe fiscal yea,: 
e:lding June 30~ 1962, and even as of the date of bearing in this 
m.atter the final book figures for that fiscal year were not 
m"allable. 
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JClC 30 ~ 1961. According to the w:tttless, this is a reasonable 

3ssumption, although h~ is hopeful of a some,="hat g%eater volume of 

bcsiness in the cominS year. ~re estil:lated that the loss of revenue 

fro~ diversion of traffic due to the inc~eased ra~es would amount 
, 

te no mo':tc than one percent. }Ie did not tal~e this factor into 

eccount i;rl. hi:; reven\.'!e estim~te~ Also, he did not give effect, for 

3 ft!ll 12-mon'~ period) to the rate increase of October 17,. 1960.

Tae book records reflect this increase for about ~~o-thirds of a 

year. 

't-1ith respeet to the estim3t:ed expenses, as: previously 

~entioned ~1e witness did not include the~efn tae effect of the 

most reeent wage adju..-=;.tment. 'Xo this extent the estimated expenses 

~re un-:'iersta'ted. '!he record indicates tt'\at ~pree:I.ation expense 

h.:~ been sligl.1tly overstated. Also, those estimates 0'£ running 

e~uses which we:e predicated on a threc-yea~ avcr~ge appear to be 

somewhat overs1;ated fer the following reason. In 1960 there was a 

~tibsta~ticl decline of business as compared with 1959, while 1961 

revenues ~ere approximately the same as tbose· obtafned in 1960. 

According to tbe witness, this decline was due to a falling off of 

furniture sales, not to a loss of custome::-s. The effect) he 

a~ttcd, was some ~eduction in truck mileage and conse~uently in 

ru:cning expe:l.Ses •. '. Tl-:e :iJ:elasion of 1959 figures :in c~lcula~ion of 

~e average, tberefore~ appears to result fn overstatement, in so~ 

degree, of t'1.1e anticipatcd running e~cs. 

Toe president testified that be bed endeavored, to tae 

cxteue possiblc~ to reduce operating expenses., 'toraile b.is e~tim.:atC' 

~eieates a loss even under the p:oposed rates, he felt that a rate 

i.~crease of ~ore then ten percen~ would cause an apprecieble 

~ive=sion of tr~ff1c. As hereinbefore indicated, the proposed 



A. ~.s75 ~ It --
incre~se includes the recent increases authorized under the mtnim~ 

rate order, and is not in addition thereto. 

l~o one appeared in opposition to the- granting of the 

sought rates adjust:cent. Members of the Commission t S Transportation 

Div-'-sion staff assisted in the development of the record. 

,Applicant's operations in 1960 and 1961 ~'Jere conducted 

~t a loss. The carrier's escimate of operatfng resulCs under the 

proposed rates indicates a continuing deficit operation. The 

deficiencies previously noted herein in the development of the 

est~te involve both overstatement and understatement of revenues 

and expenses. It appears, however, that if appropriate effect 

bad been given to these factors- eae revised est:£mate -would not 

have been unduly favorable to applicant" Therefore, upon consider

:1tion, we find that the sought rate increase has been justified. 

Tae application will be granted. 

In view of tbe urgent need for relief the order which 

follows will take effect ten days after the date aereof and appli

cant will be autborized to establish the increased rates. on Leos 

than statutory notice. 

ORDER ..... --~ .... 

Based upon the evidence and upon the ftnd~s- set forth 

in the precedin$ opinion, 

II IS ORDERED that: 

1. Safe Transportation Company is autho=ized to increase its 

rates to levels which shall be no more than ten percent :"l.igher than 

the rates of said eompany which were in effect on 3une 21,. lS62. 

Ta:iff publieations authorizee to be- made as a result of tbe order 

he::ein may be made effective not earlier than ten days after the 
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effective date hereof and on not less 1:bau ten days I, notice to the 

Commission and to the public. 

2. In publisbing the increased rates hereinabove auti.'lorized~ 

the following rule for disposition of fractions shall be observed: 

Fractions of less than one-half cent shall be 
<!ropped. Fractions of one-balf eent or greater 
shall be increased to the next whole figure. 

3. The autbority herein granted is subject to' the- express 

condition that applicant will never urge before this Commission in 

any proceeding under Seetion 734 of the Public Utilities Code ~ or 

in a:t:J.y other proceeding;, that tee opinion and order 'herein canst!

tut~ a finding of fact of the reasonableness of any particular rate 

or cbarge, and tl'lat tbe fUing. of rates and charges pursuant to tbe 

authority herein granted will be construed as. a consent to this 

condition. 

4. The authority herein granted s~'lall expiJ:e unless 

exercised within ninety days after the effective date of ,this 

o:der. 

Tbe effective date of tl'lis order shall be ten days 

after the date hereof. 
San Fr:l.noseo Dated at ___________ , California, tb!S 

tid ~yof ______ A_UG_U_ST ____ __ 

" ,", . '" 
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Coiiiiii!$slOucr"S . 

Commissionor Peter E~ Mitchell. being 
nece~sllrllyt\b:::ent. did not p.o.rt1c1~to 
1n the 41spos1~10n 0: ~~s pro~oo41~ 


