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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of rhe Application )

of HOWARD J. MAINWARING, HOWARD €. )

MATNWARING and FRANKLIN ROBERTSON, )

a copartrmership, doing business as )

SPECIAL DELIVERY SERVICE, for ) Application No. 44675
authority to charge less than the ; :
established minimm rate for the

transportation of automobile parts )

and supplies. )

Marquam C. George, for applicants.
Sam L. Dileo, for L.& S. Drayage; Rogzer L.
- Ramsey, for Unfited Parcel Service;

Lovis C. Schmitt, for Keller's Freight
Line, iac.; Irving Silverman, for
Peninsula Delivery Service and Drayage;
R. A. Swenson, for J. & J. Truck Line;
J. C. Kaspar, A. D. Poec and J. X.
Quintrall, for Califormnia Trucking
Association, protestants.

Philip A. Wintexr, for Delivery Sexvice
Company, intezested party.

Henxy E. Frank, R. A. Lubich and Geerze H.
vorrison, for the Commission staif.

OPINION

Howard J. Mainwaring, Howard C. Maimvaring and Franklin

Robertson, a copartnership, doing business as Special Delivery

Service, operate as a city carrier and as a highway contract carrier
between points in this state. By this application, as amended,

they seek authority, under Sectioms 3666 and 4015 of the Public
Utilities Code, to deviate from the established minimum rates,

rules and regulations for the transportation of all commodities
distributed by automotive parts and supply houses between said
automotive parts and supply houses located in 43 specified com-
nunities and at points intermediate thereto. Said commmities and
unnaxed points are located within a radius of approximatly 30 miles

of Oakland, where the carxrier's terminal is located.
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The original application was £iled on August 1, 1962 amnd
an amendment thereto om January 28, 1562. Public hearing was held
before Examiner Bishop, at San Francisco, on September 27 and
November 5, 1962 and January 28, 1963. Evidence on behalf of
applicants was adduced through the principal partner and tbiough
the company's accountant. |

Applicants confine their operatioms exclusively to the
transportation involved in this application. Specifically the
novements are from the warehouses of manufacturers of auto paxts
and supplies, or from the warechouses of the ageﬁfs of said manufa¢-
turers, to the premises of jobbers. Tace business of the latter,
the record indicates, 15 90 percent wholesale. Applicants make no
deliveries to such businesses as automobile retail agencies, gas
stations or small garcges. 4Applicants' drivers follow regular
rovtes, calling daily at 26 consignor wa:ehouses; all of which aze
located in San Framciszco, South San Francisco, Burlimgame, Oakland
and Emeryville.” Deliveries are made to the above-mentioned
consignees, anumbering approximately 280, located in the various
commmities cmbraced by the application herein. At the present
time deliveries are made to not more than 225 of said consignees
on any one business day. Denending on whether transportation
charges are handled on a prepaid or collect basis, the carrier's
contract is in some instances with the comsignor, amd in others
with the consignee. All contracts covering present operations are
oxral. ‘

Shipmenés range irn size from one pound to as much as
7,000 pounds. The record indicates, however, that 85 percent of
the shipments weigh less than 100 pounds. Assertedly applicants

are assessing the established minimum rates and charges. Under the

proposal herein shippers would be assessed a flat chargé per week,
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the amount of which would depend upon the maximm weight per month
and the maximm aumber of deliveries per month for which the shipper
would comtract. In the event that the weight tendered or the
deliverics made during a particular month should exceed said maxima
the caxrier would bill the shipper an additional c¢harge per

100 pounds for the excess weight or per delivery for the excess
deliveries. The proposed maximum tommages range from 10,000 to
120,000 pounds per montn; the maximum deliveries are from 150 to
1,850 per momth; the corresponding weekly charges run from $57.50
to $420.00 and the excess charges per 100 pounds or per delivery
rxange from $1.90 in commection with the smallest weight bracket to
$1.40 £or the largest bracket.

At the final hearing applicants introduced signed com-
tracts with nine consignors in which the latter had agreed to various
of the bases of charges herein proposed, said bases to become
effective on the first day of the honth following authorization by
the Commission. Each contract also provides that it may be canceled
by either party on 30 days' notice. Each comtract is for a specific
weight bracket. These brackets range all the way from the smallest
to the greatest set forth in the application, depending upon the
amount of tomnage the individual saipper is preparxed to offer.

According to the testimony of the principal partner, the
established minimue rates, rules and regulatiéns are not suitable
for the type of tramsportation in which applicants are engaged.
Thelr service is largely in the nature of a paxcel delivery service
of automobile parts and supplies, and is one in waich expedited
nandling and dispateh are usually essential.

Based on test periods inm June, July and November of 19562,
‘a monthly average total of approximately 317,000 pounds of freight

‘was being delivered by applicants to all consignees. Under the
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above~described nine contracts the maximum tounage fxom just the
zine shippers involved therein would be 540,000 pounds per month.
Estimates made by the above-mentioned applicant partmer of the
tommage currently handled from eight of these shippers total 213,000
pounds pey month. While applicants have wfitten contracts Lor omly
nine of the 26'wa;ehouses at which they pick up auto parts, the
partner indicated that if the application herein is approved they
will proceed to obtaim as many othex contracts as they can.l Accord-
ing to the witness, the additional traffic which appin'.cants would
secure under the proposéd rates is now being hamdled cither by other
for~-hixe caxriers or by the shippe:s‘in their owm vehicles.
Applicants' accountant testified regarding cost amalyses
which he had made of the tfansportation'sefviceé re in issue.
Accoxding to xevised exhibits, introduced at the second hearing,
operations under the proposed contracts would produce éstimated
revenue of 58.96 cents per mile, with full costs of 48.72 cents per
aile, reflecting net xevenue before income taxes of 10.26. cents pex
wile. Ectimated operating results for a nine months' period would
reflect operating revenue of 387,067, oﬁerating expenses, including
income taxes computed om a corporate basis, of $75,478 and net
revenue, after taxes, of $10,58%. Thesc results reflect an esti-
mated operating ratio, after taxes, of 87.3 percent. These latter
figures are to be compared witi actual results fdr the £ixst nine
wonths of 1962, as follows: operating revemues, $59,13L; operating
expenses, $53,261; net revenue of $5,870 after income taxes computed

on a corporate basis, and a corresponding operating ratio of 90.1

pex cent.

I7 We Rexrc point OUt TAAL Telicl LXom CAC MLDiDUm rate OXders undex
Section 3666 of the Public Utilities Code is accorded nighway
gontract caxriers in commection with tramsportaticn sexrvices per-
formed for specified shippers. Relief in commection with services
for additiomal shippers would mnecessitate additional authority.
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In developing his estimates of operating results under
the proposed rates the accountant ucilized the actual operating
expenses for the first nine months of 1962, adjusted to xeflect cexr-
tain known increases in expense which had been experienced or would
be incurred under the proposed operation. However, In most items the
accountant contemplated no change. This is of particular note in
connection with running expenses. G assumed, and the managing
partner so testified, that there would be no inerease in vehicle
mileage under the proposed operation, although in certain of his
exhibits the accountant fuxrther assumed that the number of deliveries
per day would Increase from the present average of 225 to approxi-
mately 280.

No evidence was adduced by parties other than applicants.
Several highway carriers and Califormia Trucking Associatiqnz
opposed the granting of the application. Various parties, including
nembexs of the Commission's Transportation Division staff, assisted
in the development of the record through examination of applicants'
witnesses.

Several wealknesses in applicants’ cost studies wexe
disclosed. The most notable of these concerned the mileage to
operated under the proposed arrangement. Applicants expect to
from the nine warehouses with whon writtem contracts have been
arranged substantially more tommagze than they currently secure
altogether from the 25 consignors on whom they regularly call. Addi-
tionally, applicants anticipate that substantially more delivery

stops will be made under the proposed rates than at present and plan

™

< Calaiformia Trucking Associlation and United Parcel Sexrvice changed

their appearances duxring the course of the hearings fxrom interested
paxty to protestant.




to employ two additional drivers. Moreover, the partner witness |
stated that if the application is granted there will necessarily be
Some rerouting of the carrier's trucks. Thesc facts all point to 2
reasonable conclusion that if the authority is gramted there will be
substantial changes in daily mileage operated and that such mileage
will be increased. This development in turn will result in increased
running costs, with an adverse e¢ffect on the above-mentioned
estimated operating results. It 1s reasomable to concludc, moreover,
that an increase in the mumber of stops to be made would also result
in augmentation of costs.

As hereinbefore mentioned, the comtracts which applicants
have sccured for traffic under the pronosed rates may be canceled
on thirty days' notice. 1In the event a shipper, after some
experience with the arrangement, were to £ind that he was tendering
tommage well below the maximum foxr which he contracted, he would
tndoubtedly cancel the comtract after due notice and perbaps express
willingness to enter into a new contract subject to a lowexr weelkly
charge and & coxrespondingly lower maximum monthly weight. Thus,
there is actually no assurance that the monthly reveﬁue represented
by the contracts which applicants now have in hand would, in event
of approval of the sought rates, be received by the carriex for a
reasonable pexriod, such as a year.

Tn sum the showing made by applicants with respect to
revenues and costs under the proposed charges and the proposed plan
of operation is too weak to support a finding that said proposed
charges are reasonable. Additiomally, mo convincing evidence has
been offered in support of the proposal to deviate from the require-
went of Minimum Rate Tariff No. 2 that rates shall mot be quoted or

assessed based upon a unit of measurement different from that in

which the applicable minimum rates are staved.
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The record does not disclose that the circumstances sur-
rounding applicants’ operations are unusual, for which the estab-
lished minimum rates are not suitable, or that said operations are
unusually efficient. It appears that the proposed charges are
mexely a means by which applicants hope to substantially increase
the volume of auto parts traffic which they are handling. This
additional traffic woulid be obtained largely at the exﬁcnse of otherxr
for-hire carriers whose loss would be occasioned, not because of
better sexvice by applicants, but due simply to lower charges.

Upon consideration, we £ind theat:

1. The sougnt chaxges bave not been shown to be compensatory.

2. The record is lacking in probative evidence for the pro-
posed deviation from the requirement of Minimum Rate Tariff No. 2
that rates shall not be quoted or assessed based upon a wmit of
neasurement different £rom that in which the minimum rates are
stated.

3. The proposed charges have not been shown to be reasomable
with respect to applicants' highway contract carrier operations, and
nave not been shown to be reasonable and in the public interest with

respeet to applicants' city carrier operatioms.

i

The application, ac amended, will be denied.
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IT IS ORDEZRED that Application No. 44675, as amended, is
denied.

The effective date of this order shall be twenty days

after the date nercof.

Dated at Nan _racisc , Californis, this /J!’-’
day Of J_Um‘a » 1963c




