ORIGIRAL

BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA

Decision No.__ 67710

In the matter of the applzcation of:
BINSWANGER SERVICES, INC.,

California corporat;on, for authority
to charge less than minimum rates
pursuant to Section 3666 of the Public
Utilities Code, for the transportation
of- lzghtwemght aggxegates, viz: clay,
burnt or calcined; sand, burnt shale;
shale, burnt or calcined for
Susquehanna-Western, Inc.

Application No. 45700

Filed August 21, 1963,
amended October 18, 1963
and May 18, 1964.
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R. Y. Schureman, fox Binswanger Sexvices,
c., applicant,

E. O. Blackman, for California Dump Truck
Cuners Association, Inc., interested
party;

W. H. Dillon, for California Trucking
Association, interested party;

Russell Swendseid, for Ridgelite Products,
protestant, .

Eugene R. Rhodes, foxr Momolith Portland
Cement Company, interested party;

Ralph J. Staunton, fox the Iransporcatzon
Division of the Commission's staff.

OPINION ON FURTHER HEARING

Binswanger Services, Inc., & highway contract carrier,
transports certain lighcweight aggregates for Susquehanna-Western,
Inc., from San Clemente to various destinations within southern
California. Pursuant to authority heretofore granted by Decisions
Nos. 64149, 66077, and 66635, Binswanger has been, and is, charging
lessexr rates for said transportation than the rates which would
| othé:wise apply as minimum under the provisions of the Commiséion’s,
Minimum Rate Taxiff No. 7. The present authority expirns with

August 31, 1964. Binswanger now seeks extension of said authority,
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on a modified basis, for a further period of a year.

Public hearing on’ the requested extension was held befoxe
Examiner Abernmathy at Los Angeles on May 18, 1964. Evidence was
presented by Binswanger's president and by the manager of the
Crestlite division of Susquehanna-Western. Repreéenﬁatives of the
Califormia Dump Truck Owners Association, Imec., of the Californmia
Trucking Associations, of Ridgelite Products, and of the Commission's
staff participated in the development of the record.

The rates which Binswanger is authorized to chaxge at
present are distance ratcs which are subject to a minimgm chaxrge
of $11.45 per hour of total round-trip time per load less ome-half
hour. They are subject to a further minimum charge pexr month
equivalent to that amount which'would enable Binswanger to realize
an operating ratio of 92 percent for the month, or a profit.of
$1,041.67 for the month, whichever is the greatexr (said operating
ratio and profit'to be computed before provision for income taxes).

Accoxdirg to testimony of appiicant's president,

expericence undexr said rates has shown that the effective rate is the

hourly xate which zpplies as a minimun charge. For this reason
applicant seeks authority to compute its charges only on an hourly

basis in tke future (subject to the guaranteced operating ratio of
L

These minimum charges reflect the provisions of applicant's
agreement with Susquehanna-Westexn, Inc., whereby Susquechanna
guarantees applicant an operating ratio of 92 perxcemnt, or a
nonthly profit of $1,041.67 over the costs of service, which-
ever would result in greater earnings for applicant. 'Costs

of sexvice’’, for this purpose, mecan all necessary and reasonable
costs which are incurred by Binswanger and which axe applicable
to the operations involved. Depreciation expemnse on trucking
equipment is computed on a S-year stxaight line basis. The
amount to be charged foxr officers' salaries is $800 a month.
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92 percent ox the monthly profit of $1,041.67, whichevexr is ;hé_

greater). The rate which applicant seeks to have authorizedfis

$10.25 pex hour.

Cost evidence which was submitted in suppoxt of the
sought rate shows a cost of $10.02 pex hour, exclusive of provision
foxr profit, for the month of March, 1964. Were allowance included
for sufficient profit to produce an operating ratio of 92 pexcent,
the applicable rate on this cost basis would be about $10.90fp§r
hour. -

Despite this showing of costs, and the rate that would
apply thercon, applicant alleges that the sought rate of $10;25
will be reasomable. Applicant predictéd that within the near ?
future it will be able to accomplish a substantizl reduction 1ﬁ
costs. This reductlon would be attained through increased usage
of applicant's equipment as a consequence of an increase in thei
number of shipments which applicant transports for SusquehannaQ
Westexrn, Inc. This prediction was supported by the general manage:
of the Crestlite Division of Susquehanna-Western, Inc., who smated
that for the first time since the initiation of\operations.atl
San Clenmente about two years ago, Susquehanna's production of*light-
weight aggregates has only recently been brought €o the point where
the transportation of sald aggregates can be performed with xeal
efficiency. He forecast that his company's shipments in.the fgture
would be at a faster rate than that which has prevailed hexetofore.

It is evident from the record im this matter that heicher
applicant's nor Susquehanna's objective herein is the approval‘of
a basis of charges which does not return the costs of service plus

a reasonable profit. It is also evident that insofar as the sought
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rate of $10.25 is concermed, the justificacion therefor rests io part
op Susquehanna's guaxantee of a monthly profit to applicant of
$§1,041.67 or an operating ratio of 92 percent, whichever is the
greatex. Thus, in effect, what épplicant seceks is approval of‘d
""eost g}us profit" arrangement,

Applicant's proposal in this matter is similar to ome which

the Commission considered in an earlier phase of this same proceeding.

In its decision the Commission held that the costs of sexvice plus
a guarantecd profit do not constitu:é a "rate" which may be author-
ized under the provisions of Section 3666 of the Public Utilities
Code (Decisiom No, 66635, dated Jamuaxry 14, 1964).

The evidence showé that a lesser rate than that applicable
under the provisions of Minimum Rate Tariff No. 7 would be rcasomable
fot the transportation in question. As previously stated, applicanc
reported that for the month of Maxzch, 1964, its costs of secrvice
were $10.02 per hour before provision for profit, This figure was
developed oo the basis of costs which imclude interest expense,

a pon-operating cxpense item, Elimination of the interest expemse
would reduce the hourly cost f£figure to $9.69 per hour. Other
adjustments of a contrary nature might also be iade in this cost
figure,_since the evidence irndicates additiomal infirﬁities in the
cost development., Neverthelesé, takingiintovconsideration thé
increasing tonnage whichvappliéanc cxpects to transport during the

coming year, we are of the opinion that further adjustments ivn the
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costefigure of $9.69 per hour would be mainly offsetting. We find
that said cost figure is a xeasomable representation of applicant’s
costs of service for the purposes of this proceeding. '

In the determinaﬁion of wﬁat constitutes a reasonable
minimum rate for applicant’'s services, attention must also be
glven to tke maxrgin of profit eo be allowed. The margin of profit
which is xeflected in applicant’s calculations - - that represented
by an opexating ratio of 92 pexcent - - appears higher than neces~
sary for minimum rate purposes. On various occasions heretofore '
rates which would produce an operating ratio of 93 percent have
been approved as reasonable minimum rates. Moreover, undex recently
established fedexal income tax rates, of which official notice'is
bexeby taken, it appears that an operating xatio of 94 perxcent
would produce about the same level ef profit (after income taxes)
2s was formerly realized under an operating ratio of 93 pexcent.
Expansion of applicant’s costs'(exclusive of interest expense) to
include provision for profit as reflected by an operating regio of
94 percent would result in a xate of $10.30 per hour. We f£ind that
said rate is a reasonable minimum rate for the services which appli~
cant performs for Susquehanna-Western, Inc. Said rate willube |

authorized for the coming year subject to change either upon the

Commission's own order or upon further order in response €0 further

Tequest and showing by applicant.
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IT IS ORDERED that:
1. Binswanger Sexvices, Inc., is authorized to transport
lightweight aggregates, viz., clay, burnt or caléined; sand, burnt

shale; shale; burnt ox calcined;.from the plant.of Susquehanna-~

Western, Inc., at San Clemente to points of destimation within the
Counties of Orange, Los Angeles, Imperial, Riverside, San Berxnardino
and San Diego at a rate of $10.30 pexr hour.

2. The authority herein granted shall be subject to the
conditions which are set forth in Appendix A" attached hereto and
by this reference made a paxt hereof. '

3. The authority hexein granted shall expire one year after
the effective date of this order unless sooner canceled, changed
or extended by order of the Commission.

This oxder shall become effective Septembexr 1, 1964.
Dated at__Sn Frondern , California, this_ 217

day of ) L, 1964,
7 A éﬁ%
-__,%; 'i!!' e .
@q;z./.-m—_.. "‘;
‘A-!Elh-

QI ‘mﬂ.“

Commissioner William M. Bonne'tt being
necessarily absent, did not participate
in tho Aizposition of thi.s procooding.
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Appendix A" to Decision No. 67710

Conditions governing the tramnsportation of

lightweight aggregates by Binswanger Services, Inc.,
for Susquehanna-Western, Inc.

The transportation shall be performed in dump
truck equipment as defined in Item No. 10 of
Minimun Rate Tariff No. 7 of the Commissionm.

The legal caxxying capacity of the equipment used
shall be approximately 27 tons of lightweight
aggregates (as designated in Ordering Pazagraph
No. 1 of this Decision) per unit of equipment
used. Unit of equipment: txactor, semi-trailer
and trailer, or truck and trailer.

For the purposes of applying the hourly rate authorized
by this decisiom, the hours, including fractions thereof,
shall be computed from the time that the carrier's equip-
ment reports £0xr service pursuant to the shipper's ordex
to the time of return to carriexr’'s terminal after come
pletion of the last trip under shipper's orderx.

Note: Allowances may be made for delays due
to failure of carxier’s equipment or
due to time taken out for meals.

The authority herein granted shall not apply in conmection

with any transportation performed under zmy subhauling
arrangements. ,

j

(End of Appeﬁdix)




