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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Investigation )
into the rates, rules, regulations,
charges, allowances, and practices
of all common carriers and highway
carrlers relating to the transpor-
tation of property in the City and
County of San Francisco and the
Counties of Alameda, Contra Costa,
Lake, Marin, Mendocino, Monterey,
Napa, San Benito, San Mateo, Santa

)
g
) Case No. 5441
)
)
)
)
Clara, Santa Cruz, Solano, and g
)
)
)
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)
)
)
)

Petition for Modification No. 232
(FLled August 13, 1971; Amended
September 1 and 22, 1971)

Sonoma..

Case No. 5432 |
Petition for Modification No. 666
(Filed August 13, 1971; Amended-

And Related Matters.
' September 1 and 22, 1971)

Richard W. Smith and A. D. Poe, Attorneys at Law,
and H. F. Kollmyer, for California Trucking
Assoclation, petitioner.

William D. Mayer, for Canners League of California;
and Jess Butcher, for California Manufacturers
Assoclation, interested parties.

Eugene Q. Carmody and Robert W. Stiech, for the
Commission starff.

CPINION

The California Trucking Association (CTA) seeks a wage
offset inerease of approximately l2 percent in the rates contained
in Minimum Rate Tariff 1-B (East Bay Drayage), Minimum Rate Tariff 15
(San Franeisco Drayage), and the pool shipment rates named in Minimum
Pate Tariff 2 (Statewide). :

Public hearing was held on September 27, 1971, before
Examiner Gagnon in San Francisco. Evidence was presented by a
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Transportation analyst employed by the CTA and by the CQmmission's
Transportation Division staff. The matters stand submitted without
protest. '

The minimum drayage rates involved herein were last
generally adjusted, effective January 1, 1971, by Decisions Nos.
78031 and 78032, dated December 8, 1970, in Cases Nos. 5441 and 5432,
Sald adjustment reflected the weighted average increase in wage
costs, plus increases In allied payroll expenses, which occurred
during the calendar year 1971. Petitioner contends that, since the
rates were last generally adjusted, the cost of transporting property
by moter vehicle has inereased, and further substantial increases
will decome effective during 1972 pursuant o current labor agree-~
ments with the Teamster Unions. Increases in payroll taxes and
workmen's compensation insurance rates are also anticipated. The
hourly wage rates are scheduled to be raised 25 cents per hour on
Januvary 1, 1972, in addition to an 8 cents per hour cost of living
allowance. On July 1, 1972, sald wage contracts provide for an
additional increase of 25 cents per hour, theredy making a total
hourly wage adfustment of 58 cents for the calendar year 1972.
Petitioner contends that the increases in ladbor and allied payroll
expenses during 1972 require that the present level of rates, which
are predicated upon cost circumstances occurring during 1971, be
increased by appropriate wage offset procedures.

On August 15, 1971 the President of the United States
issued an Executive Order imposing 2 suspension on price and wage
increases for a period of ninety days. The California Trucking
Assoclation fully .,uppor‘ce the President's wage and price stabiliza-
tion program. If such federal economic controls are not lifted or
otherwise modified, the CTA states it will withdraw or otherwise
amend 1ts Petltlions 232 and 666 so as to remain in complete conform-—
ity with sald federal regulations. In the interim, petitioner zeeks

Commission consideration of its present rate proposal in the light
of current known contingencies.
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The CTA presented cost data designed to show the increases
whleh will oceur during 1972 4in the wage costs and allied payroll
expenses reflected in the level of the existing minimum rates. To
estadblish a welghted average of the 1972 wage costs, those increases
in wages which become effective with January 1, 1972, were accorded
a weight of 46 percent and those occurring as of July 1, 1972 were
given a welght of 5S4 percent. The CTA witness estimates that the
welghted average wage increase will amount to 46-1/2 cents per hour
during the year 1972. The Commission staff also employed the
aforementioned weighting factors in 1ts development of 1972 weighted
average wage ¢osts. | ‘

The CTA's witness determined the percentage increase in
the 1972 weighted average labor costs over the like 1971 cost
elements reflected in the existing level of minimum rates. The
resulting percentage was then employed as the datum plane for CTA's
proposed rate increase. This labor offset procedure is not one of
the methods suggested in Decision No. 76353, dated October 28, 1969,
(Case No. 5432, Petition 523 et al.) and, accordingly, differs from
the "Wage Offset" method employed In the last wage offset rate |
adjustment authorized by Decisions Nos. 78031 and 78032. This latter
procedure, in addition to adjusting the historical cost estimates
underlying the minimum rates, acsumes that only those expenses
included in the indirect expense ratios related to salaries and
wages will inerease proportionately with the inereases in direct
labor costs. Excent for the sought upward adjustment in pool ship-
ment rates, petitioner's proposed rate increase 4is predicaﬁed upon
the total percentage incerease in the 1972 welghted average wage
costs plus like increases in related payroll expenses. The CTA'S
witness explained that this procedure was used because the historical
cost studles underlying the San Francisco and East Bay Drayage rates
were authored by the Commission staff. The labor cost offset method
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employed by the CTA is predicated upon the erroneous assumption that
all cost elements other than labor, contalned in the various <ost
factors supporting the existing level of rates, are increased at the
same rate as the labor cost dlements increase. To the extent that
the cost elements other than labor do not increase by the same amount
as labor, the datum plane resulting under CTA’s wage offset method
is overstated.

Pursuagnt to the recently announced Phase II of the federal
government's economic stabilization program, petitioner filed, on
November 19, 1971, a motion requesting that it now be granted, on an
interim basisz only, that portion of its current sought rate relief
pertaining to the labor cost increases contemplated by carrlers as
of January 1, 1972. Specificelly, the CTA now urges that rates in
MRT 1-B, 19 and the pool shipment rates in MRT 2 be made subject to
an & pexrcent surcharge, in lieu of its initial overall proposal that
such rates be increased by 12 percent in order to offset a weighted
average increase in carriers' labor costs which are scheduled to
occur as of January 1, 1972 and July 1, 1972, respectively. The CTA
employed the same labor cost offset procedure in the development of
its suggested 8 percent surcharge &8 was used for the computetion
of the trucking association’s original 12 percent wage offset rate
proposal for the year 1972. The former partial reiief now sought by
the CTA reflects, therefore, the same infirmities previously noted
herein in conmection with petitiomer's latter origiﬁal rate proposel.

In developing its initial wage offset rate proposal the
staff rate witness also used a labor cost offset procedure not
heretofore accepted by the Commission. Said procedure was specifically
rejected Iin the last wage offset rate adjustment (Decision No. 78031)
in favor of the prior "Wage Offset™ method developed and used by the
staff. It should be noted, however, that Decision No. 76353 specif-

ically invites wage offset pvocedures other than those specified
therein: '
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"The ultimate burden of proof as to the proper
cost offset method to usc in any given situation
should rest, in the first instance, with the
party presenting the cost offset rate proposal.
The Commission should not rigidly harness itself
to any single cost offset procedure for sdjusting
its minimum rates and thereby preclude the pre-
sentation of cvidence in justification of other
desired cost offset proposals.”

In this proceeding, the staff cost witness adopted the
previously accepted "Wage Offset™ method for detexrmining the per-
centage increase, when the 1972 weighted average labor and allied
payroll expenses are substituted for the like 1971 cost data, in the
underlying historical cost studies supporting the current level of
rates (Exhibit 2). The resulting datum plane averages approximately
9 perxcent as compared to the overall 12 percent lsbor offset adjust~
ment proposed by petitioner.

Prior to utilizing the 9 percent datum plane for rate-
making purposes, the staff rate expert, in effect, discounted the
9 percent datum planeby 7 percent; thereby reducing the labor cost
offset factoxr to an average of about 8-1/2 percent. The staff
witness reasoned that s wage offset rate adjustment should reflect
only the actusl increase which has occurred in the labor cost
elements embodied in the rate structure, all other cost and rate
factors reflected in sald rate scales being held constant. The staff
rate witness, therefore, endeavorxred to back out of the current min-
imum rates Involved in this proceeding that amount by which the rates
exceed the fully distributed cost estimates. While the art of rate
making cannot be reduced to a simple mechanical percentage markup
over estimated full costs, it 1s the staff rate expert's contention
that his 7 percent estimate of the margin by which the level of the
ninimum rates in question exceed full costs represents g reasonagble

approximation thereof and is, therefore, acceptable in a wage offset
proceeding. : '
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The staff's labor cost offset rate proposal, im this par-
ticular instance, is persuasive and presents the wost rational and
equitable approach of record for the following major rezsoms:

1. The basic historical cost studies undexlying
the minimum drayage rates involved in this
proceeding are contained in staff reports dated
1962-63, “Since that time such cost data has
been up-~dated on several occasions in order to
reflect increases in wage costs and allied pay-
xoll expenses.

"When the original cost and rate studies have
been up-dated cver the years by successive
offset adjustments, the resulting cost and
rate Information tends to become vulnerable
to an attack upon its comtinued competency....'"
{Decision No. 76353.)

In view of the date of the basic historical
full scale cost and rate studies supporting
the current minimm rates, the staff rate
Proposal presents a cautious and reasonable
effort to offset the imcreases in carriers’

labor costs scheduled to occur during the
calendar year 1972.

4. The staff's wage offset rate proposal is
responsive to the federal govermment's
current wage-price stabilization efforts.

The Commission's Tramsportation Division staff, on Novembexr
26, 1971, filed a reply to the CIA's motion for interim relief. The
$taff response shows that, in line with previous staff proposals of
record (Exhibit 232-3) a surcharge increaze of rot moxe than 7 per~
cent is required to refleet the expected increases in carriers'
labor costs as of Jancaxry 1, 1972, The staff, however, now recommends

that a surcharge of no more than 4 percent be added to the minimum
rates involved in this proceeding.




C. 5441, Pet. 232, C. 5432, Pet., 666 wvo **

The minimum rates published for pool car shipments within
the San Francisco and East Bay Drayage Areas have also been main-
tained In Minimum Rate Tariff 2 for trans-bay traffic, thereby main-
teining an equality of competitive opportunity between the various
metropolitan terminal areas., Said uwmiformity in pool shipment rates
should be maintained in .this proceeding.

The Commission finds that:

1. The rates and charges set forth in Minimum Rate Tariffs
1-3 and 19 and the pool shipment rates named in Minimum Rate Tariff
2 reflect weighted average wage costs and allied payroll expenses
for the calendar year 1971.

2. The transportaticn costs of highway carriers will be
significantly increased during the calendar year 1972 should sched-
uled increases, under existing labor comtracts, become offective as
of January 1, 1972 and July 1, 1972. Additicnal increases inm the
caxrriers’ payroll taxes and workmen's compensation Inmsurance rates
are also scheduled to ocecur during the year 1972.

3. The increases contemplated in carriers' 1972 costs for
labor and certain allied payroll expemses are subject to appropriate
authorization under effective federal economic regulations governing
wage and price increases.

4., The wage offset rate adjustments proposed by petitiomer
and the Commission's Transportation Division staff, respectively,
are recommended only upon the condition that the contemplated in-
creases in the carriers' costs for labor and certain allied payroll
expenses are actually put into effect during the calendar year 1972.

5. TUnder the provisioms of Phase II of the federal govern-
ment’s stabilization program, as recently announced subsequent
to the submission of thls proceeding, it has been determined that
the inerezse found Justlfled merein shouwld bhe cxpresqed in the form

-7-
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of a tariff surcharge im lieu of a proposed definitive upward
adjustment in rates.

6. In recognition and support of Section 201.14 of the
Regulations of the Cost of Living Council, the Pay Board and the
Price Commission of the Fedexal Government (Vol. 36, No. 220, of the
Federal Registexr, dated November 13, 1971) it has been further deter-
mined that the surcharge referred to in Finding 5 should reflect only
the increases in labor costs as of January 1, 1972,

7. Under existing federal guidelines a surcharge of 5-1/2
percent would appear to be consistent with the Federal Government's
economic stabilization program, within the lower zome of reasonable-
ness and justified by traasportation conditioms.

8. To the extent that the provisicns of Minimum Rate Tariffs
1-B, 2 and 19 have been found heretofore to conmstitute reasonable
ninimum rates and rules for common carriers as defined in the Public
Utilities Act, said provisions, as hereinafter adjusted, are, and
will be, reascnable minimum rate provisions for said common carriers.
To the extent that the existing rates and charges of said common
carriers for the transportation involved are less in volume or
effect than the minimum rates and charges herein desigrated as
reasonable for said carriers, to that same extent the rates amd
c¢harges of said carriers are hexeby found to be, now and for the
future, unreasomable, insufficient, and mot justified by the actual
competitive rates of competing carriers or by the costs of other
means of tramsportationm.

The Commission comcludes that:

1. Subject to the limitations and/or conditioms impesed under
Phase II of the federal government's economic regulatioms,

Petitions for Modification Nos. 232 and 666, as amended, in Cases
Nos. 5441 and 5432, respectively, should be partially granted by
the authorization of a surcharge of 5-1/2 percent and Minimum Rate
Tariffs 1-B, 2 and 19 should be amended by the publication of
appropriate surcharge supplements. .

-8-
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2. To the extent not granted herein, Petitions 232 and 666,
as amended, and subsequent motion of petitiomer for interim relief,
including replies therxeto, should be denied.

3. Further public hearing on petitioner's motion is wnneces~
sary.

IT IS ORDERED that:

L. IMinimum Rate Tariff 1-B (Appendix B to Decision No.
65834, as amended) is further amended by incorporating therein,
to become effective January 1, 1972, Supplement 7, attached hereto
and by this reference made a part hereof.

2. Minimum Rate Tariff 2 (Appendix D to Decision No. 31606,
as amended) is further amended by incorporating therein, to become
effective January 1, 1972, Supplement 82, attached hereto and by
this reference made a part hereof.

3. Minimum Rate Toriff 19 (Appendix A to Decision No. 41363,
as amended) is further amended by incorporating therein, to become

effective January 1, 1972, Supplement 18 attached hereto and by
this reference made a part hereof.
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4. Common carxxriers subject to the Public Utilities Act, to
the extent that they are subject also to Decisions Nos. 65834,
31606 and 41363, as amended, are hereby directed to establish in
thelr tariffs the amendments necessary to conform with the further
adjustments oxrdered herein of said decisions.

5. Any provisions currently maintained in common carrier
tariffs which are more restrictive tham, or which produce chaxges
greater than, those contained in Minimum Rate Tariffs 1-B, 2 and
19 are authorized to be maintained in connection with the increased
rates and charges directed to be established by ordering parxagraph
2 hereof. ' .

6. Common carriers mailntaining rates on a level other than
the minimum rates for transportation for which rates ere prescribed
in Minimum Rate Taxiffs 1-B, 2 and 19 are autkorized to increase
such rates by the came amounts svthorized for Minimum Rate Tariffs
1-B, 2 and 19 herein.

7. Common carriers maintaining rates on the same level as
Minimum Rate Taeriffs 1-B, 2 and 19 rates for the transportation
of commodities and/or for transportation not subject to Minimum Rate
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Tariffs 1-B, 2 and 19 are authorized to increase sald rates by the
same amounts authorized for Minimum Rate Tariffs 1-B, 2 and 19 rates
herein. '

8. Common carriers maintaining rates at levels other than the
minimum rates for the transportation of commodities and/or for
transportation not subject to Minimum Rate Tariffs 1-B, 2 and 19 are
authorized to inerease sald rates by the same amounts.authorizéd for
Minimum Rate Tariffs 1l-B, 2 and 19 rates herein.

9. Tariff publications required or authorized to be made by
common carriers as a result of the order herein shall be filed not
earlier than the effective date of this order and may be made
effective not earlier than January 1, 1972, on not less than five
days' notice to the Commission and to the public; such tariff publi-
cations as are required shall bYe made effectlive not later than
January 1, 1972; and as to tariff publications which are authorized
but not required, the authority herein granted shall explre unless
exercised within sixty days after the effective date of this order.

10. Common carriers, in establishing and malntaining the rates
authorized hereinabove, are hereby authorized to depart from the
provisions of Section 460 of the Public Utllities Code to the extent
necessary to adjust long- and short-haul departures now maintained
wider outstanding authorizations; such outstanding authorizatlons
are heredby modified only to the extent necessary to_cdmply with this
order; and schedules containing the rates published under this
authority shall make reference to the prior orders authorizing long-_
and short-haul departures and to this order. |

11. In all other respects Decisions Nos. 65834, 31606 and
41363, as amended, shall remain in full force and effect.
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12. To the extent Petitions for Modification Nos. 232 and 666,
as amended, in Cases Nos. 5441 and 5432, respectively, are not
granted herein, said petitions and subsequent motion and replies
relative thereto are hereby denied.

The effective dsgte of this order shall be December 23,
1971.
Dated at Sas Franeisco » California, this 2/ ’at :

day of NEPERRED » 1971.
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SPECIAL INCRTAST SUPPLEMENT

SUPPLEMENT 7

(Supplements 5, 6 and 7 Contain All Changes)

™©
MINIMUM RATE TARIFP L-D

NAMING
MINIMOM RATES AND RULES
T'OR THD
TRANSPORTATION OF PROPERTY QVER THE
PUBLIC HIGCHWAYS WITHIN AND
BETWEEN THE CITIES OF

ALAMEDA ALDBANY BERKELEY
- EMERYVILLE QAKLAND PICDMONT

iy e
RADIAL HIGHWAY COMMON CARRIERS
HICHWAY CONTRACT CARRILRS
CEMENT CONTRACT CARRIERS
AND
DUMP TRUGK CARRILRS

QAPPLICATION OF SURCHARGE

Except as otherwise provided, compute the amount of charges in accomiance with
the gates and rules in this cm.-s.fz and increase the amount 80 computed by five and
one=half (5k) percent, dropping fractions of less than ono-hal.f cont and increasing
fractions of one-half qant or greater to one cant.

IXCEPTION,~»The surcharge herein shall no%t apply to:
(a) Accessorial service charges in Item 130;
{b) ¢€.0.D. chaxges in It;m a52;
{¢) Mileage charge in XItem L60:
(4) Storage charges in Item 1807 and
(e) Parcel delivery raeou and charges in Items 840 and 850,

o Increase, Decision No. Q490

EFPrZCTIVE

Issued bHy the
PUBLIC UTILITIES COMMISSION OF THE STATE QOF CALITOINIA
State Building, Civic Conter
San Francisco, California 94102
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SUPPLEMENT 82

(Supplemencs 73, 75, 77, 79, 80,
8) and 82 Contain ALl Changes)

10
MINIMUM RATE TARIFF 2
NAMING
MINDMM RATES AND RULES
FOR THE

TRANSPORIATION OF FPROPERTY CVER THE
PUBLIC HICHWAYS WITHIN THE
STATE OF CALIFORNIA

BY

RADIAL HICHWAY COMMON CARRIERS
HIGHWAY CONTRACYT CARRIERS
CEMENT CONTRACT CARRIERS
DUMP TRUCK CARRIERS
AND
HOUSEHOLD GOQDS CARRIERS

CAPPLICATION OF SURCHARCE

& tha amount of tha charges in accordance with the rates and charges in
Ttems 177 and 179 of this tariff for hmdlimfr, pool shipuments in Camtral Coastal Terri-
tory and increase Che amount so0 computed by five and one-half (5k) percent, dropping
fraccions of less Chan one~half cent and increasing fractions of one-half cent or
greater o One cemt. .

¢ Increase, Decision No.

Insued by the
PUBLLC UTILITIES COMMISSION OF THE STATE QF CALIFORNIA
State Building, Civic Center
San Francisco, California 94102
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SPECIAL INCREASE SUPPLIMENT

SUPPLIEMENT 18
(Supplements 16, 17 and 18 Contain ALl Changes)

~
MINIMUM RATE TARIM® 19

NAMING
MINIMUM RATES AND RULES
FOR THE
TRANSPORIATION OF PROPERTY OVER THE
PUBLIC HIGHWAYS
or THE
CITY AND COUNTY OF SAN IPRANCISCO
nY
RADIAL HICHWAY COMMON CARRXERS
HIGHWAY CONTRACT CARRIERS
AND
DUMP TRUCK CARRITRS

OAPPLICATION OF SURCHARGE

Ixcept as otherwise provided, computr the amount of charges in accordance with
the rates and rules in this tariff and increase the amount 80 computed by five and

one-balf (54) porcent, dropping fractions Of less than one=half cent and increasiny
fractions of oneshalf cant or greater €4 one cCent.

EXCEMIION. ~=The surcharge herein shall not apply to:
(a) Mileage chaxge in Item 104;
(b) <€.0.D. chaxges in Item 112;
(¢) Storage charges in Item 140Q;
(&) Accessorxial mervice charges in Item 265r and
{e) Paxcel deliverxy rates and charges in Item 425,

¢ Ingcreane, Decimion No. 17594159‘)

ITTLCTIVE

Issued by the
PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA-
State Building, Qivic Centex
San Francisco, <¢alifornia 94102




