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OPINION

Minimum Rate Tariff No. 15T 15) contains yearly,

monthly and weekly vehicle unit rates applicable to the transporta~

tion of gemeral commodities between all points in California. Said
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tariff was established by Decision No. 65072, dated March 12, 1963
(60 Cal.PTC 624). The petition states that subsequent changes in
the tariff have largely resulted from so-called cost-offset pro~
ceedings involving increases in labor costs. The current level of
charges in this tariff was established by Decision No. 76357, dated
October 23, 1969. The petition further states that the current
level of tariff charges is predicated upom the costs of equipment,
as such information was available to the Commission through staff
Exhibits 1 and 2, introduced in the Order Setting.Hbaring dated
April 24, 1962; and that MRT 15 has not been revised to reflect
changes in equipment costs since its imception. Petitioner avers
that equipment costs have imereased significantly, and that MRT 15
should be adjusted to reflect such equipment cost increases in a
manner similar to the tariff adjustments which have been authorized
to offset labor cost increases.

The petition states that since 1964, the Commission has
engaged upon & formidable program of créating a Data Bank._ One of
the purposes of the Data Bank Advisory Board has been to bring 2
wajor element of said program to a sufficient stage of frwicion SO
that it mey be tested in the formal procedures of the Commission.
Accordingly, the Data Bank staff has prepaxed a series of schedules
outlining the costs of equipment as they cam be produced by the
Data Bamk program. Such information is attached to the pétition
as Exhibit A. Petitioner recquests that the Commission, in this
proceeding, determine proper historical equipment costs be substi-~
tuted for the asserted out-dated equipment costs upon which the
tariff now bottoms. Petitioner asks the Commission to make its

ultimate finding that the cost of equipment as developed by the

Data Bank, and modified as found approprilate after receipt of




C. 7783 (Pet. 23) ds

evidence by all interested parties, be found appropriate as a basis
for developing historical equipment costs to underlic a cost offset
adjustment in the rates and charges named in MRT 15, and that the
equipment classifications and levels of rates and charges in MRT 15
be revised accordingly.

Petitioner alleges that two principal issues are raised by
this filing. First, whether the tariff fails to provide adequate
revenue to compensate for current costs of equipment, and whether
such rates are unreasonzble and improper. Secondly, whether Data
Bank informatiom is valid and appropriate for use in minimum rate
proceedings,

Public hearing was held before Examiner Mallory in San
Francisco on April 28 and May 29, 1970, and the petition was sub-
mitted on the latter date. Evidence was presented by a transporta-

tion analyst from petitiomer's division of tramsportation economics;

by two engincers and a rate expert from the Commission's Transpotta-

tion Division; and by a transportation amalyst employed by protestant
Shell Oil Cempany. Petitiomer's xepresentative stated that this

is the initial proceeding directly involving the use of Data Bank
information for rate-making purposes; and that Data Bark procedures,
developed through the cooperation and assistamee of the Data Bank
Advisory Board, have not had formal Commission review. Petitionmer
urges that the decision herein examine various aspects of Data Bank
activities with a view to the establishment of precedents to guide

further activities.

A transportation engineer assigned to the Transportation
Division's Systems and Procedures Branch (Data Bamk) presented
Exbibits 23-1 and 23~2, Exhibit 23-1 shows by year the mean prices

and numbers of all for-hire equipment waits first sold in California
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during the years 1948 through 1969. Said feport is based upon
information contained in magpetic tape files obtainmed from the
California Department of Motor Vehicles (DMV) concerning those
vehicles which are registered as for-hire and which have license

plates bearing the special Board of Equalization numbers. The report

contains data on the vehicle universe of for-hire units first sold
during the years of 1948 through 1969. The data for the years 1965
through 1969 are taken from the complete file of vehicles sold as

new during these years. The data for the years 1948 through 1964
represent the remaining wniverse in 1965 of vehicles first sold
during the indicated year (vehicles which haye not been modified or
refurbished). Cost of the equipment was determined from the appli-
cations for registration of mew vehicles filed with the DMV, which
also embraces a certificate of cost completed by the dealer. DMV
registration also shows the type and body style of the vehicle, its
uwnladen weight and number of axles, and whether said vehicle will
be used for hire,

The witness testified that DMV cost data imcludes tires,
whereas the vehicle historical costs underlying the rates im MRT 15
reflect original costs of vehicles exclusive of tires. Thexefore,
the witness made a separate study of tire costs (Exhibit‘23-2) to
determine estimated average costs of various sizes of tires on an
historical basis. Said estimated tire costs were.deducted from the
total vehicle costs as showe in DMV records. These data were further
adjusted to provide for sales taxes. The resulting data provides
historical vehicle costs om a basis comparable to that used in the

underlying cost studies originally introduced in the 1963 proceeding
involving MRT 15,
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A staff transportation engineer presented Exhibit 23-3,

a report of the costs of providing vehicle units on menthly and
yearly bases for tramsportation of property withim the State. Said
exhibit was developed by substituting, in the latest version of the
staff's cost study, the current data reflecting costs of carriers'
equipment as set forth in Exhibit 23-1, for the corresponding data
set forth in the staff's origimal cost study. The result of these
changes was to increase and reduce costs for various types and
categories of equipment, which produced corresponding reductions
and increases in total monthly and yearly costs. The data set forth
in Exhibit 23-1 was used without modification or exercise of judg-
ment, except in one relatively minor instance where it appeared that
DMV data were inconclusive.

A Commission staff rate expert presented in evidence
proposed revisions in minimum rates in MRT 15 to reflect the cost |
changes set forth in Exhibit 23-3. Generally, the monthly and yearly
rates were increased or reduced by the same percentage as the
corresponding costs were increased or reduced, with minor adjust-
ments to maintain historical rate relationships. The proposed
weekly rates were adjusted to the same percentagewise relationship
as the present weckly rates bear to the present monthly rates.

The witness for California Trucking Association (CTA) tes-
tified thaﬁ he had analyzed the basic information set forth in
Exhibit 23-1 and its translation into equipment costs in Exhibit
23-3, and that he concluded that said data were basically sound and
correct. The witness testified that certain categories of equipment

were not covered by adequate data in Exhibit 23-1, and he proposed

that the data in sald exhibit be supplemented and "enriched" with
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data obtained from information gathered om a continuous basis by
CIA from its members, The witness identified the classes of
equipment as compact-type vans and insulated vans. The witness also
proposed that the data for 3-~axle gas flat-bed truck equipment
having a tare weight of 7501 to 12,000 pounds be combined with data
for larger trucks of the same type to develop a composite cost for
3-axle gas flat-bed trucks of tare weights of 7,501 to 18,000 pounds.

CTA's witness took the data set forth in Exhibit 23-1,
modified as deseribed above, and further modified said data to
"normalize" or adapt said data to eliminate the a2brupt year-to-year
changes in the raw data. The witness used the reconstructed equip-
ment cost data in Exhibit 23-5 as a basis for his rate proposal in
Exhibit 23-6. The latter exhibit adjusts the rates in MRT 15 not
only to reflect the cost changes which are the subject of this
proceeding, but also includes adjustments in rates to reflecet the
changes in laboxr and related items which are the subject of CTA's
request in Petition No. 25 in Case No. 7783 (submitted on tke same
date as this proceceding), Petitionmer requests, in order to simplify
amenduent of the tariff and to avoid confusion to the tariff users,
that the tariff changes resulting from this procecding and from
Petition No. 25 be combined im one set of amended tariff pages.

A transportation analyst employed by Shell 0il Company
(Shell) testified in opposition to the relief sought in the peti-
tion., The witness stated that Shell does not oppose rate iacreases
necessary to maintain healthy motor carrier sexrvice, but Shell
objects to the isolation of a single cost factor, namely equipment
cost, from the many factors which compose total cost. The witmess

urged that equipment cost is one of the factors that traditionally

has been held constant in cost offset proccedings. The witness




C. 7783 (Pet. 23) ds

referred to the criteria for cost offsets as described in Decision
No. 76353, dated October 28, 1969, in Case No. 7783 and several
other minimum rate proceedings. Sa2id decision stated that factoxs
held (in past proceedings) to remain relatively constant, in face
of wage cost changes, are the following clements:

(1) £fixed investment and depreciation;

(2) wvehicle use factors;

(3) performance and weighting factors:

(4) ratio of comstructive to actuzal miles;

(3) ratio of indirect to direct costs;

(6) reclationship of rates to cost estimates;

(7) rate relationships;

(8) traffic flow.

The witness urged that any increase based on rising

equipment costs should include an updating of such items as vehicle
use factors, depreciation in relationship to taxes, performance and
weighting factors? relationship of rates to costs, and ratio of
indirect to direct costs. The witness urged that new full-scale
studies be the bases for an offset cbther than offsets based on
wage costs) inasmuch as the credibiiity of the basic data is

rapidly deterlorating because of obsolescenca.

Discussion

The Commission'recently reviewed procedures foxr off~-
setting annual increases in labor costs in connection with its
minimum rate tariffs in Decision No. 76353, supra, That decision
sets foxrth the rationale for the use of ofiset procedures in the
period between full-scale cost studies, and deseribes three
acceptable methods of achieving offsets to cover anmual changes in

carriers' wage costs; payroll taxes; vehicle registration, license.
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and veight fees; highway use taxes; fuel taxes; and workmen's
compensation insurance costs. Said compoments of cost are those which
change frequently (many amnually); and which cannot be disputed,
Inasmuch as wages and fringe benefits are set out iIn contracts, and
taxes are established by law. Also the wage contracts and statutes
contain the effective dates on which changes will oeccur. Other
clements of costs were not considexed appropriate for offset proceed~
ings because the amount of change in said costs could not be

readily detoxmined, and thus could be disputed, and the

cffective date of the cost change could not be pinpointed,

The foregoing impediments were appliczble to changes in
equipment costs, because such costs originally were developed from
the judgment of the cost witness after reviewing the data for a
representative group of carriers. Judgment £actors could not be
evaluated in successive cost offset proceedings. In this proceceding,
petitioner and the Commission's staff recomsend use of the equipment
costs developed by the Commission's Data Bank as a basis for
periodic adjustment of equipment costs in offset studies involving
MRT 15. The use of such data overcomes the impediments previously
deseribed. The Data Bank information is developed from £acts
obtained from DMV, and are summarizations of all new for-hire
equipment. The total anmual number of new equipment units by type |
and size are recorded. The price information is certified by the
dealer and is that on which taxes will be paid. All clements of
judgment are eliminated from the raw data contained in the Data Bank;
such dataare noncontroversial, and effeetive dates of changes in tae

data are leowm. The Datz Bank equipment costs determined £xom the

DMV annual records of sales of mew equipment are sufficient and

noncontroversial basic data for use in offset proceedings invoiving
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MRT 15, similar in these respects to wage comtrxagtes.

The DMV equipment costs must be modified to put them on the

same basis as the equipment costs used in historical cost surmaries
in the basic cost studies underlying MRT 15, That is, the cost of
tires must be eliminated., This was aécomplished by a staff study
of annual tire costs, which appears to present reasonable results.

All types of equipment are not adequately reflected in the
Data Bank summary tables, because such types of equipment wexe not
purchased in sufficient quantities by for-hire carriers. CTA
Proposes that in such instances the Data Bank tables be supplemented
with information developed f£xom other sources. In this proceeding
CTA developed additional imformation with respect to compact units
and insulated van equipment, Compact wnits are in wide use for
deliveries such as auto parts, film and flowers. The historical
equipment costs for compact wits, as developed by CTA, are sub-
stantially less than the costs for smaller size van~type gas trucks
set forth in the staff exhibit. The staff exhibit reflects insulated
vans not equipped with mechanical refrigeration units. The record
indicates that the data in the staff exhibit are sparse because
most insulated vans are equipped with mechanical refrigeration units
vhen first registered, and that imsulated vans have little use by
for-hire carriers unless equipped with mechanical refrigeration.
it appears, therefore, that the data supplied by CTA to augment the
staff study is appropriate for this proceeding, and that the Data
Bank information should be refined or supplemented with DMV figures
showing historical costs of compaet units and of imsulated vans
equipped with mechanteal refrigeration units,

CTA ?roposed to combine the data for two sizes of gas

trucks, and to use the composite data as a basis to underlie its
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rate proposal. Alternatively, CTA suggests the sought result could
be accomplished by using the data for the smaller equipment units to
adjust the rates, and to limit such rates to trucks baving tare
weights of 10,500 pounds or less. The latter proposal appesrs
preferable and will be adopted.

We turn now to CTA's request that the Commission discuss the
ains of its Data Bank program and the projected means of accomplishing
such aims. The Commission initiated the Datz Bank program in 1963,
having recognized that the gathering and accumulation of large
apmounts of data is essemtial im various functions comducted by its
Transportation Division staff, and that computerization of such data
wight speed up its accumulation, anmalysils and reproduction.

The Transportation Division has endeavored to use computex techmiques
with respect to a large number of its day~to-day functions,

iveluding the accumulation of various categories of motor

carrier costs, and the accumulation of freight bill data showing
movement of commodities within the State.

These staff programs have been materlally assisted by the
aid and advice of members of the Data Bank Advisory Board, comsisting
of representatives of shipper and carrier interests. Up to this
point, the procedures developed in commection with the gathering
and dissemination of carrier costs and traffic;flow data by the

Commission's Data Bamk have not been commented on in any detail in

2 Commission decision. Cur primcipal purpose in commenting herein

on Data Bank procedures is to iterate our belief that such pro-
cedures are necessary to meet the challenge presemted by the need
for Imecreasing amounts of accurate, unbizsed, and up-to-date infor-
mation which can be used by 6ux'staff'and shipper and carrier zroups

in determining reasonable rates in a time of rapid and volatile
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changes in the State's economy. The purpose of the Data Bank is
accumulate data covering an entire statistical wmiverse, in a
regular and methodical mamnmer without judgment bilas, in order to
minimize collection costs and to avoid duplicative efforts by the
parties. Such data will be regularly zeported to all interested
parties, and will be presented in an umbiased mammer, without
Sudgment adjustments to the imput, so that the dat2 may be used
by any party. The orderly collection, classification and reporting
of such data increases the timeliness of the information, reduces
the costs of collection, and permits broader participation by &1l
parties in Commission proceedings because of ready availability of
background information. The Data Bank information may be used by
any party as reported, may be supplemented or augmented by any
Party, and may be interpreted and presented in any manmer deemed
appropriate by any interxested party.

Findines and Conclusions

1. The last full-scale study involving vehicle wuit costs
was presented to the Commission in the proceeding leading to
Decision No. 65072, dated Maxch 12, 1963 (63 Cal.PUC 674). Since
that date Minimum Rate Tariff No. 15 QRT 15) bas been revised by
the so-called "offset" method. Such offsets have reflected changes

in drivers’ and helpers' wages and fringe bemefits, various taxes
and imposts, and workmen's compensation insuramce. No recognition
has been given to changes in equipment costs in any offset pro-
ceeding involving MRT 15.

2.. Retitioner Cal mforn*a Trucking Associacion {CTA) seeks
ir this proceeding zn of;set increase in MRT 15 xates to reflect
up-dated equipment costs. CTA requests that the information with
respect to equipment costs gathered by the Commission's Transporta-

tion Division, Systems and Procedures Branch (Data Bank) be used as

=11~
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the basic information to adjust historical equipment costs. Said
information has mot heretofore been available to the parties,

3. In this proceeding, the Data Bank procedures have devel-
oped information which is timely, heve minimized duplicative
efforts by interested parties in collection of data, and have
minimized hearing time in reconciliation of differing presentations
of background data,

4. The Dzta Bank information presemted in this proceeding
concerning equipment costs, as supplemented and augmented, and
as interpreted and used by the interested parties, is valid for
determining historical equipment costs to uaderly MRT 15.

>. The historical cost figures contained im Exhibit 23-1,
as modified by Exhibit 23-5, are proper for development of costs
involved in transportation éubjecc to MRT 15.

5. The rates in MRT 15 should be adjusted to reflect the
changes in historical equipment costs measured im Exhibit 23-5.

7. The wage (cost) offset method for adjusting MRT 15 rates
between major full-scale studies found reasomable in Finding 12 of
Decision No. 76353 in Case No. 7783, Petition No. 17, should be
modified to encompass adjustments reflecting changes in historical
equipment costs based on data similar to that presented in

Exhibit 23~-1.

8. The rates in MRT 15, adjusted to give effect to current

equipment costs, will be just, reasonable and nondiscriminatory

minimum rates.

9. In order to avoid duplication of tariff revisions and
comfusion to the users of MRT 15, the adjustments found reasomeble
herein should be made comcurxemtly with adjustmcnts for revised

wages, fringe benefits and taves found reasomable in Case No. 7783,

Petition No. 25.
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We conclude that Petition No. 23 should be granted, and
that Minimum Rate Tariff No. 15 should be amended in accordance
with the above-stated findings.

IT IS ORDERED that:
1. Minimum Rate Tariff No. 15 (Appendix B of Decision
No. 65072, as amended) is further amended by incorporating therein,
to become effective September 1, 1970, thé revised pages attached .
to and listed in Appendix A to Decision No. __77343 , issued
today in Case No. 7783, Petition No. 25,
2. In all other respects said Decision No. 65072, as amended,
shall remain in full force and effect.
The effective date of this order shall be twenty-four
days after the date hereof. T
Dated at Sk Francisco , California, this _;é%:___
day of JURE 1 1970,

A cpon

o]~
o Coerr_

/




C 5441,Pet.#l92; C 5432,Pet.#584; C 5432,Pct.#581;
C 5438,Pet.#77; C 7783,Pet.#25; C 7783,Pet.#23;

J. P. VUKASIN, JR., COMMISSIONER and
VERNON L, STURGEON, COMMISSIONER, Concurring:

Teconcur in these decisions.

The increases are clearly necessary in the public interest
to offset wage increases negotiated in the recent labor contracts
with the teamsters.

Denial of these increases would pose a serious threat to
the movement of goods by truck in California. However, the appli-
cants should be placed on notice that inereases of this magnitude
contribute to the problems of inflation which beset the national
economy and future negotiations should consider the impact on the
total cconomy.

It is our intention in the future to scrutinize such in-

cxeases very carefully when passing on such applications.

/7 /Owjj/fﬂ/@ ? —

J. P. finkasin, Jx., COmmq%sioner

y.JJMMﬁA . / . m‘; ,fc o

Vernon L. Sturgecon, Commissidner

San Franciseco, California

June 30, 1970




