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Decision No. -----

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE StATE OF CALIFORNIA 

In the Matter of the Application of: 
BINSW&~GER SERVICES, INC., a 
California corporation, for authority 
to charge less than minimum rates 
pursuant to Section 3666 of the 
Public Utilities Code, for the trans
portation of lightweight aggregates, 
viz: clay, burnt or calcined; sand, 
burnt shale; shale, bu~-r.t or calcined, 
for Susquehanna-Western, Inc. 

Application No. 45700 

Filed August 21, 1963; 
Amended October 18, 1963 

R. Y. Schureman, for Binswanger Services, Inc., 
applicant. 

E. O. Blackman, for Califol:uia Dump Truck OWners 
ASsociation, Inc., interested party. 

Arlo D. Poc, J. C. K,,-spor, and w. H. D1.3.10n, 
for Californi"- TrucKing ASsociation, 
interested p"-r~y. 

Russell Swcnci'~i~£, for RicZ~J.itC: P::od~cts, 
pr.o'tc.stant. 

Fr@d J_ Lut~) for himself. 
J. 1\1 .... k.,:lkj.::.s and Cnr1. Po. B1Z'.1lbl:\ch, ~or the 

Transportat:Lon Divis!On 0;; the 
Commission 7 $ staff. 

On OCtober 17 and 18, 1963, publi~ hearings were held before 

Ex~ner Abernathy at Los Angeles on the ~bove-nuObercd application of 

Binswang~r Serviees, Inc.) a highway contract carrier, for authority 

to transport specified lightweight aggregates for Susquehanna-Western 

f~om S~ Clemente to va=ious southo~ California destinations at 

lesser rates than :hosc that apply fo~ such transportetion under 

minimum rate orders of the Commission • . The authority which is sought 
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is a modification of authority heretofore granted to Binswanger by 

Decision No. 64149, dated August 21, 1962, in Appl.ication No. 44414 .. 
" 

The authority so granted was to expire with October 1, 1963, but 

it was extended to February 1, 1964, by Decision No. 66077, dated 

Septembe: 24, 1963, in Application No. 45700, to permit considera

tion of, and decision on, the instant application. 

The record which has been developed heretofore relative to 

the transportation involved herein shows that in 1962 Susquehanna 

constructed a plant at San Clemente for the production of burnt clay, 

burnt shale and burnt shale sand -- lightweight aggregates used mainly 

by manufacturers of concrete and concrete articles. At the time of 

commencement of its operations at San Clemente Susquehanna expected 

that it 'Would sbip about 22)000 tons of its products per month to 

destinations throughout southern California. Binswanger was employed 

under a 5-year contract as the carrier of these shipments at rates 

which were expected to average about 33 cents per vehicle mile. To 

assure that the rates would be adequately compensatory, Susquehanna 

guaranteed Binswanger a profit of $25,000 per year. With cert~n con

ditions this basis of rates was found reasonable and was authorized by 
1 

Decision No. 64149.-

1 The rates which were authorized by Decision No. 64149 ar.c stated in 
cents per ton and vary with the length of haul. Examples of the 
authorized rates are as follows: 

Length of Haul 
in One-Way Miles 

OVer But No t OVer -
25 
30 
35 
41 ---

26 
31 
37 
43 

Rate in Cents per 
Ten of 2,000 Pounds 

84 
89 
~4 

103 

Said rates are subject to minimum charge of $11.45 per hour of total 
round-trip time per load (inclusive of that for loading and unloading) 

....... less one-half hour. 
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In connection with the present upplic3tion Binswanger 

Services, Inc. states that experience over the past year has devel

oped that the volume of the shipments 3ctually transported is only 

about half of that which was 3nticipatcd at the outset. It asserts 

that in relation to this lesser volume the amount of the guaranteed 

profit is excessive and unrealistic. It further states that as a 

result of furthe~ negotiations with Susquehanna in the light of 

present conditions, it and Susquehanna have concluded that a just and 

re~sonable basis of charges for the transportation of Susquehanna's 

shipments would be that which would produce an annual profit (before 

provision for federal income taxes) of $12,500 or an amount repre· 

scoted by an operating ratio of 92 percent, whichever is the greater. 

In the computation of expenses for the purpose of determining the 

applicable profit, all necessary and reasonable e~pense$ applicable to 
2 

the operations would be included.- Subject to the Commission's author-

ization) Binswongor and Susquebanna bave revised the c~nt==:t between 

them to provide that for the remainder of the contract period the 

lower level of guaranteed profit would apply. 

The authority which Binswanger seeks by the instant appli

cation differs from the authority heretofore granted in that the 

guaranteed profit would be reduced to that indicated above. Binswanger 

also asks that it be authorized to make a single charge for a month's 

£ Depreciation expense on trucking equipment would be computed on a 
5-year straight line basis. The amount to be charged for offieers' 
salaries would be $800 per month. 
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services instead of rendering a separate bill for each shipment trans

ported. As an alternative to the latter request Binswanger asks that 

it be authorized to continue charging the rates heretofore authorized. 

Tbe billing and collection procedure which Binswanger seeks 

to have approved is as follows: Within twenty days after each 

calendar month B1nswanger would submit its income and expense Gtate

ment for the month to Susquehanna. Within thi~ty days after the 

month Susquehanna would pay Binswangcr for the expenses incurred plus 

the guaranteed profit. Within thirty days after the close of the 

contract year Binswangcr would submit its income and expense st~Ltement 

for the year to Susquehanna. Within forty days after the close of 

the year Susquehanna would pay Binswanger the unpaid balance of the 

expenses for the year plus the unpaid po~tion of the guaranteed profit. 

To assure the correctness of the income and expense statements, the 

statements ~ould be prepared by a cer~ified public accountant. The 

fi~~l statement for the year would be a certified statement. 

In seeking approval of this billing and collection procedure~ 

applicant stated that the services which it performs for Sus~uehanna 

constitute all of its services. Hence the monthly and annual income 

~d expense statements would show the costs of the services furnished 

and thereby would provide the basis for Susquehanna to pay Binswanger 

for said services. Applicant asserted that in the circumstances a 

requirement that it render a separate bill for each shipment would 

impose upon it a needless expense. 

At the hea.: -:;s on the application the general manager of 

Crcstlite Division of ::. 'squehanna supported the granting of the app11-

cation. He asserted that the nature of the transportation which is 
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involved is such that it per.mits operating efficiencies which reduce. 

operating costs and justify r~tes lower than .the minimum. He said· that 

in the event Binswanger is not authorized to assess the lower rates for 

its services, Susquehanna wo~ld undertake to provide the transpor.tation 

with facilities of its own. 

A representative of Ridgclite Products, a producer of light

weight aggregates, opposed Binswanger's request for authority to assess 

charges on the basis of monthly expenses plus a guaranteed profit. He 

declared that the granting of the authority w~uld set a pattern for 

assessing f:cight charges to which he was opposed. He said that 

such authority as is granted should be to ~ssess specific r~tes 

developed on the basis of Binswanger's actual experience in trensport

ing Susquehanna's shipments. 

A member of the Transportation Division of the Commission's 

staff also opposed Binswanger's request to assess charges on the basis 

of monthly expenses plus profit. He said the provisions of 

Section 3666 of the Public Utilities Code under which deviations from 

the minimum rates may be authorized require the designation of a 

specific rate, and he asserted that the proposed basis of charges 1s 
3 

not one that can be authorized ~nder said Code provisions.-

On the other hand the manager of the California D;;mp Truck 

Owners Association, Inc., stated that he would be in accord with the 

3 
~'If any highway carrier other than a highway common carrier desires 

to perform any transportation or accessorial service at a lesse: 
rate than the mintmum established rates, the commission shall, upon. 
finding that the proposed rate is reasonable, autho:1ze the lesser 
rate. II Section 3666, Public Utilities Code. 
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3ranting of autho:ity to applicant to assess ch~ges on the basis of 

~onthly expenses plus profit. Ho~cvcr, he opposed the application to 

the extent that it seeks continuation of the specific rates authorized 

by Decision No. 64149. He said that it is obvious that said rates 

c~not be found to be reasoneble for the future inasmuch as sppli· 

cnnt 1 s expcrie:').ce over \.:~e past ye3r has demonstrated tholt the volume 

of transportation which may reasonvbly be expected to be perfor.med 

during the coming year is substantially less than that which was 

originally anticipated ~d upon which the rates were based. 

The record is clear that the charges which applicant seeks 

to have authorized are intended to return amounts which are not less 

than the costs of the services involved plus a reasonable profit. 

Although it may be thus concluded that applicant's proposed charges 

in the aggregate would be fully compensatory and reasonable from that 

st~epoint, the application may not be granted. The app11c~ble costs 

of the s~t\~ces involved plus the agreed profit do not constitute a 

tlra.tc" which may be authorized under the provisions o£ Se.etion ~666 

of the Public Utilities Code. 
As part of its rcques~ for authority ~o 3SSCSS charges 

on the basis of costs plus profit, .opplicant asked that in the event 

th~t the sought basis be h~ld to be one that may not be authorized, 

it be afforded opportunity to supplement ies showing with evidence 

r~lative to specific ratcz that would be reason~blc for its ser\~ces 

for Sus~uehanna. Inasmuch as it appears that in terms of total 

cbarges applicant's proposed basis of charges is reasonable and that 

th~ infirmity of scid basis is onc of form, applicant's request to 

s".lpplemcnt its sho't-1ing will be granted. Applicant' s prescn~ author

~ty to charg~ ot~~r than the applicable minimum rates fo~ ~~rviccs 

which it performs for Susqueb.:mna will be extended to August 1, 1964, 
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to permit such supplemental showing to be maCe anc decision thereon. 

In orclcr that applicant n.ot be :oequi::ed to collect en excessive pro£ii: 

for its services i.n the mC."la."'lt:it1l.C, :11.e provision for guarantee..:! profit 

,,;·,~ .. Ii.ch is ine1uoocl i'O the p::esent .$.l,;thority will be modified to thst 

~hich would be attained under ~ operating ratio of 92 percent, or ~~ 

c~unt compl,;tec at the rate of $12,500 per year, whichever is the 

~~cater (said p::ofit to be computec befor~ provision for income taxes). 

!T IS ORDERED that 

1. The expiratiC'': d~te of the authority 'Which was gr.snted 

to Binsw~er Scr.rices, Inc ,., by Decision No. 64149 is hereby 

eh~endcd to August 1, 1964 u 

2. In assessing the rates authorized by Decision No. 64149, 

Bin$w~ger Se:vices, Inc., shall also assess a minimum charge per 

month cql,;iv~lent to that amount which will enable it to realize 

an op~ra.::ing r.atio of 92 p'eT-cent for the month, or :J. profit of 

$1,04:.67 for tee month, whichever is the greater (snid ope=ating 

X'~t:'o and 'Orofit to be cottp1l'tcd before prevision for income taxes). 
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For the purposes of co~uting the operating ratio and profit herein 

specified, the applicable expenses shall be computed in the manner 

outlined in the Opiniob above. 

3. The ~uthority granted by Decision No. 64149 shall be deemed 

t~ be modified to the extent specified in Paragraph 2, above. 

This order shall become effective Fobxuary 1, 1964. ~ 
\" -L- . I ./ ~i ","",Dated at 0~ -1'""r1:4i-"-t'..-<:--.;?--~..1 ,California, this l'- __ 

"' 1../""// 

~A~ 
day of _\~;-,;,;~;;",;"" ___ ,,,,:,,_. __ , 1964. 

'"\ 
\,/ 

COzmIiissioners 


