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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CA.IFORNIA

In the Matter of the Iuvestigation

iato the rates, rules, regulations,

charges, allowances and practices Case No. 5604

of all coumou carriers, highway Petition for Modification
carriers and city carriers relating ) No. 30

to the transportation of motor (Filed March 17, 1972)
vehicles and related items (com-

wodities for which rates are

provided in Minimum Rate Tariff 12).

Richard W. Smith and Arlo D. Poe, Attormeys at Law
and H. F. Kollmyer, for California- Trucking
Association, petitioner,

Geoxrge W, Pasha ITII, for Pasha Truckaway, respondent.
Robert E. Walker, Tor the Commission.staff ’ |

Minimom Rate Tariff 12 (MRI 12) contains statewide minimum.'

rates for the transportation of motor vehicles inm secondary truckaway" .

service.

Califormia Truck.ng.Association.seeks‘ in the petition |
herein, the establishment of revised surcharge increases of 15> and
20 percent, in lieu of the preseant surcharge of 10 percent- app1icable‘
to all rates and charges in MRT 12. The 15 percent surcharge is ‘
proposed to expire on August 31, 1972, and the 20 percent surcharge 3
is proposed to become effective September 1, 1972,

1/ Secoudary movement means the transportation of motor vehicles
except for the ianitial movement from wmaanufecturing plant cr
returm thereto. Truckaway service mesus transportation.where
the welght of vehicle transported rests wholly ox partly on:
che carrier's equipment. ‘ S
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Public hearing was held and the petition was submitted - .
before Examiner Mallory at San Francisco on May 18, 1972.. Eéidence
was presented by a cost analyst employed by petitioner, aund by
representatives of five highway carriers which engage in transporting
motor vehicles under rates in MRT 12. The Commission staff repre~
seuntative opposed the granting of rate relief in excess of 5-1/2 |
percent annually which he argued, was the highest increase allowed
by the Commission in other minimum rate proceedings, and the mawimnm 
permissible under federal price coutrol regulations. | |
Background 7 ‘

The last general increase in MRT 12 is the 10‘percedt
surcharge authorized by Decisfon No. 78905, dated July 13, 1971.2
That decision indicates that the increase granted therein zeflec*s
carrier wages and related costs which became effective Septembe- 1,
1971. That decision states that the increases were granted in the
form of a surcharge peunding completion of cost and rate studies to -
be undertaken by the Commission staff, and which were expected’to“
be completed by the end of 1971. Decision No. 78905 recites that,
priox to the adjustment made therein, rates in MRT 12 had not benn
adjusted since the rate increase effective May 5, 1962, pugsuant to
Decision No. 63413 (59 Cal. P,U.C. 439). Decision No. 78905 states
that %a the period between said rate fncreases, carriers operating
wndexr the rates in MRT 12 wexre able to absorb increases in oper#;ing
costs, such as drivers' wages, because of increases in productivity '_
stexming from the use of more efficlent trucking equipment placed In
operation in that period and because the size of many models of
automobiles transported in secondary truckaway sexvice was reduce ad
In that time span. The decision pointed out that inc*eased pro-
ductivity resalting from the foregoing was mno longer available to

2/ The increase §ranted by Decision No. 78905 was suspended'by
Decision No. 79037 because of the executive order of the
President freezing prices. The suspension was lifted cffectivev ‘
November 22, 1971, by Decision No. 79371, upon the exp;ratxon |
of the przce freeze period.

~2=




‘.

C. 5604, Pet. 30 ek

carriers because their equipment had reached optimam size and weight-
carrying capacity.

Decision No. 78905 found, inter alia, that carriers A
operating under MRT 12 had incurred substantial Increases in operating .
costs, principally labor cost imcreases resulting from collective ‘
bargaining agreements, that were not offset by gains in prodnctivity,A
and that carriers engaged in operations under MRT 12 could"no ionger
absorb increased wage costs as they had done in the period between -
rate adjustments. ,

Status of Staff Studies

The record shows that the staff studies contemplated in |
Decision No. 78905 were not completed because the staff was not able
to provide the necessary persounnel in view of commitments in other
arcas. The staff representative indicated that the Commission's:
Transportation Division was appraising all of its current assignments
and workload to determime those matters which should be given priority.
The staff representative stated that at the present time the staff .
intends to complete the MRT 12 cost and rate studieé by the fall of
1973, but this target date may be changed after the staff appraisal
of its assignments is completed. The staff representative further '
stated that there sre a limited number of shippers and carriers
involved in MRT 12 transportation services; therefore, agreemen. as
to appropriate rate levels may be achieved wi thont'diffienltf.
Petitionex's Evidence

A cost analyst on the staff of the Califorunia Trucking
Association presented two exhibits. The first contailned a comparxson.'
of the weighted 1971 labor and related costs with similar costs
effective March 1, 1972 and September 1, 1972 pursuant to cellecrive
baxgaining sgreements. Sald exhibit also countains cowparisons of_r
current soclsl security and other payroll taxes and workmen's compen-
sation insurance rates with those in effect in prior yeers;.irhe”'
witnecs stated that labor costs had Increased au average of 8 percent
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{n the period between March 1, 1972 and the 1hst,rate adjustméht;f |
and tkat further labor cost iuncreases of approximately 8.5 percent
will occuxr on September 1, 1972. Petitioner seeks revision of the
ninimum rates to offset such cost iuncreases. : ~

The second exhibit preseuted by the analyst was an analysis
of the impsct of the 1972 wage lncreases on the operating results of
carriers enmgaged in tramsportation under the rates in MRT 12. The
witness explained his development of this exhibit as follows:
Fourteen carriers earn significant revenues from services perfo:medV
uader MRT 12 rates and charges. Of this group, six carriers earned
zore than £ifty percent of their revenues from said tariff The
composite 1970 operating results of the carriers werxe adjusted (1) to
reflect in operating expenses the increased labor, payroll and o
ivsurance expenses measured in the first exhibit, and (2) to reflect '
in operating revenues the increases soughc In this proceeding. ‘
Separate analyses were made foxr the March 1, end the September 1, 1972
wage lncreases for the group of six carriers and for the group of
fourteen carriers. The following table sets forth the annlysis of
operating results of six carriers giving effect to the Maxrch'l, 1972
wage increase. :

TABLE 1

Comppsite Profit and Loss Summary
Six Carriers

Actual 1970 Results:

Operating Revenues $4, 675 670
Operating Expeunses 4 671 2015 .
Operating Ratio 99 92

Adjusted Results:
Operating Revenues $4 848~468

ng Expenses 903 344 .
Operating Ratio 101 1% .

g&) Iancludes increase reverues of $172,798.
B) Includes increased expenses of $231,582.
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The carriers represented in the forego:ll.ngg tkblei héd'v.'1970-
revenues of $3,455,956 from secondary truckaway service ‘with:{.n
Califormnia; thus, approximately 74 percent of their total revenues
were from this source.—

The witness stated that 1970 was used as the datum plane
because 1971 operations of the selected carriers wexe extraordinary
as a result of the longshoremen’s strike of Pacific Coast ports from
August 6, 1971 through March 4, 1972. The witness explained that
four of the six carriers im Table 1 earn significant amounts of thelr
revenues from truckaway of foreigu cars from ports of eutry to dealers
iv California., During the strike period all Califormia ports were | i
closed and imported autowmobiles were transported by the carrlers into .-
this coumtry from Mexican ports (primarily Ensenada). Certaln -
efficiencies in loadiag aud scheduling not ordinarily ava:l’.lable at- .
United States ports of eutry were made available to the carr:‘.ers by
the Mexican port operators. Also, the fmported automo‘b:!;les were
transported in full loads to a single destination point. When the
strike was over the majoxr California ports were cxowded with other
cargo, aud many foreign automobiles were broqght fnto” Califoruia
through Port Hueneme.

‘ The witness testified that, as a result of the foregoins,_
operating patterns, productlivity was Increased ian 1971 over prior
years. However, productivity returned to approximately the same
levei as in 1970 when the dock strike ceased and normal Opera't'i“ons“
from California ports were resumed. The witmess stated that it is
his opinion that 1270 operatiung results more nearly reflect ‘¢urrent‘
conditions than the 1971 operating results because of the umusual
conditions existing during the latter part of 1371.

3/ The record shows that carriers engaged im contract carrier
~ operations for initial movements znd common carrier overatlions
in iaterstate secondary movements RnoT subject to MRT 12 bave
iucreased their race.;r-%or such t:ransportat:ion .:ervices in 1972
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Carrier Witnesses : :

Representatives of five carriers testified concerning
operations of their companies during recent periods. The witmesses’
explained their wethods of operatioun during 1970, 1971 and the first
quarter of 1972. That testimony confirmed the statements of the CTA
witness with respect to the unusual operating conditions ex:f.st;ii:xg
duxing the longshoremen's strike. Those carriers which engaged in
bauling imported automobiles from Ensenada, Mexico, to Califorufa
points stated that the rates received for this tramsportation were
higher than MRT 12 rates for similar distances.

The carrier witnesses also testified concerming the need
for rate increases to offset cuxrent labor cost Increases. Thelr
testimony was that such labor cost increases cannot be absorbed, -
inaspuch as operations under MRT 12 would be conducted at the 'Br"eakf-;

even point or at a loss in 1972 if the sought Increases are not
granted. -

The witnesses stated that all possible gains in produc .;.vit:y
have been achieved in prior years and no further galns can be: ‘achieved-
in 1972 because of limitations ou equipwent size and weight and..
because no wore efficient uce can be made of labor.

Some of the carrier witnesses testified as to increases in
rates placed in effect during 1972 with respect to transportation
sexvices counducted by them which are not subject to MRT 12. TFor
example, & carrier which engages in contract carriage of new auto-
mobiles in Initial service raised its contract carrier rates by _
2.75 percent in January and again by 2.6 percent iun April of 1972
A carrier eugaged in interstate common carrier operations in

Californis raised rates for that service by 2 percent in January ana ‘
again by & percent i May of 1972. |
Position of Commission Staff _

Tke C«mmn‘.s.sion staff revreoent tive u:rged th,at the gram:ing
of the petition berein would be inconsistent with Pr:!.ce Commission
regulations. He stated Iin the event an increa.,e is granted, .7.1. bhould

-6-
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be limited to 5-1/2 percent, inasmuch as the Commission has limited
offset increases in other minimum rate prbceedings to~that'amoudt;-
Discussion : ‘

it is undisputed on the record that carriexrs engaged in
transportation mader MRT 12 have incurred and will incur cost -
increases which are not reflected in the minimum xates in- said
taxiff. The record also shows that in the period between 1962 snd
1970 carriexs transporting automobiles in secondary truckaway
service experienced substantial gains in productivity,‘andlthat
during said period the rates in MRT 12 were not fncreased. The
record also shows that further gains in-productivity‘are not avail-
able; thus there are no current productivity gains which can offset
the increases sought herein.

The Federal Economic Stabilization program requires that
rate increases be the minimum necessary to assure continued, ade-
quate and safe service by carriers emgaged in the transportation '
services covered by the rates in issue. Cuxrent'regulations‘of7the
Price Commission contain mo limitation of 5-1/2 pexcent.

The Commission staff uxges that the total Increase author-
ized hewein be limited to 5~1/2 pexceant, which is the maximum in-
crease authorized in other minimum rate proceedings since the advent
of price controls. The increases in the decisions referred to byr
the staff were désigned to offset in rates the first Stepﬂidbor*'
increases incurred im 1972, which generally were effective Jenuazy 1,
1972. Requests for additional rate increases to offset the ,econd

4/ Recent Commission decisions which have held minimum Tate in- o
Creases to anm average of 5-1/2 percent or lower:

Minicum Decision Case VPerition 7‘Increase ,
Rate Taritff Number Dated No. Number Authorized
2 79483 12-14~7) 5432 665 5-1/2
1-B, 19 . 79499 12-21~71 5441 232 - 5=3/2
15 79627 1-18-72 7733 46 5-1/2
g 79902 4euli=72 5438 80 5
0=3 76907 Lmnb~72 5439 150 5-1/2
4-3 79911 b==l-72 5330 58 4.6 .
7-17 79674 4-13~72 5437 12 5-1/2:

e
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step labor cost incresses effcctive July 1, 1972 are currently ‘
before the Commission and the issues in those proceedings have not
been decided. The decision-herein covers the first and second atep -
1572 labor cost increases of carriers engagediin.haulingjmdtor
vehicles in truckaway service. The record shows. thatrto-ﬁbl&'the
combined first and second step increase sought herein to 5-1/2 per-
cent would cause the operations of the carrxers,wbich earn more than
half their revenues from the truckaway minimum rates to operate at

& loss. Clearly, the purposes of federal price control regulations
are not to foreclose price increases necessary to maintain this
portion of trucking industry in a healthy condition. | |

This recoxd establiches that the carriersfhaving sdbstan—
tial operations wmder MRT 12 cannot absorb the contraetualﬂwage '
increases to be incurred in 1972 and continue to operate at a profit.
The recoxrd shows that even with the sought rate zncreases sa;d car-
riers' operationms will cnly be marginally profitable.;

The wage increases herein are the result of wage contracts
negotiated prior to the inception of federal controls; therefore,
thexe is no limitation in Price Commission rules as to the volume
of wage imcrease which may be reflected in prices. The wage in-
crease effective March 1, 1972, is now being incurred by the carriers.
The wage increase effective September 1, 1972, can be withheld by
the Wage Board; but the likelihood of such increase belng wmthheld
in light of past Wage Board actions, appears very remote. The rate
increase sought to offset the September 1, 1972 increase is proposed
to become effective on that date; therefore, said rate 1ncrease'will
not reflect future inflationary expectations. '

In the circumstances, the increases are Justlfied in light
of the economic needs of the carriers involved, and appear to be
consistent with curxent Federal Economic Stabilizatxon rules.

'
t
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Findings and Conclusions

1. The uinioum rates for the transportation.of motor vehicles
in secoundery movement ag set forth in MRT 12, were-last adjusted

pursuant to Decision No. 78905 dated July 13, 1971, fn Case No. 5604,

Petition No. 27. Said decision reflects labor and rela:ed costs .
which became effective in 1971.

2. Carriers subject to MRT 12 have or will incur farther labor

cost imcreases effective March 1, and September 1, 1972fputsuant to?

collective bargaining agreements negotiated prior to the advent of
the Federal Economic Stabilization program. Said cost incresses are
not reflected in the rates im MRT 12. | |

3. Prior to Decision No. 78905, the rates in MRT 12 were last
adjusted cffective May 15, 1962, pursuant to Decision No. 63413 -
(59 Cal. P.U.C. 439). Decision No. 78905 found that between 1962
aad 1971, increases in wages incurred by carriers operating undex
MRT 12 were offset ia whole or iw part by reductionms in operating
costs resulting from increased productivity from the transportation
of greater nuxbexrs of cars per load, and that no further increase
in productivity from this source is available. Said decision also
found that carriers operating under MRT 12 could no longer absorb
wage Increases as they had done in the past.

4. The record shows that no further Increases im productivity
from any source are currently available to carriers tranSporting
motor vehicles undexr rates inm MRYT 12.

5. The surcharge rate increases sought in this proceeding
produce lucreases lun revenues no greater than the increases in
expenses resulting from the cost increases measured in petitioner s
exhibits. Caxriers operating under MRT 12 cannot absorb further cost
increases of the magnitude resulting from contractual wage increases
and continue to operate at a reasonable: profit.

-9-
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6. The surcharge increases sought in this petition. ‘a‘re.
justified. , , o
7. Common carriers should be required to increase their rates
to the levels authorized herein for the services covered by the rates
in MRT 12, and should be authorized to increase their rates by cor=-
responding amounts for the secondary movement of motor vehicles for |
whick minimum rates are not provided in MRT 12. The latter increases
are also justified. : o
The Commission concludes that the petition should be granted )

to the extent indicated by the foregoing findings, MRT 12 should be
amended accordingly, and common carriexs should be authorized to =
depart from the long- znd short-baul provisions of the Public Utili- |

Zes Code to the extent necessary to publish the rate increases: .
authorized herein. Inasmuch as the earliest date that tariff ,pages
can be made effective is September 1, 1972, the increase: contained
in the order which follows will be the second step increase request-
ed to become effective September 1, 1572. -

IT IS ORDERED that:

1. Minigum Rate Taxriff 12 (Appendix A of Decision No. 50218
as amended) is further amended by incorporating therein, to become
cffective September 1, 1972, Supplement &, attached bhereto and by
thlis xeference made a part hereof. _

2. Common carxriers subject to the Public Utilities Act, to
the extent that they are subject to said Decision No. 50218, as *
amended, are directed to establish in theix tariffs the increases
necessary to conform to the further adjustments herein of that
decision. ‘ | o :

3. Coumon carriers maintaining rates for - the transportntion
of motox vehicles in secondary movement not subject to Minimum Rate
Tariff 12 are authorized to increase said rates by the same amounts
as authoxized for Minimum Rate Tariff 12 rates herein.




C. 5604, Pet. 30 . ek/mb *

4. 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 wade
effective not earlier than the tenth day after the effective date
of this order, oun not less than ten days' notice to the Commission
and to the public; such tariff publications as are required shall
be made effective mot later than September 1, 1972, and as to~tariff
publications which are zuthorized but not required, the authority |
herein granted shall expire unless exercised within sixty days aftex.
the effective date hereof.

S. Common carriers, in establishing and mnintaintng the rates
authorized hereinabove, are hereby authorized to depart from the
provisions of Section 460 of the Public Utilities Code to the exteat
necessery to adjust long- and short-haul departures now maintained
under outstanding authorizations; such outstanding authorizations
are hereby modified only to the extent necessary to comply'with this
order; and schedules containing the rates published under this-
authority shall make refereance to the prior orders authorizingxlongr
and short-haul departures and to this orderx.

6. In all other recpects, Decision No. 50218, as amended
shall rewmain in full force and effect.

7. Appendix A attached hereto constitutes?thé certification
required by the Code of Federal Regulations.

The effective date of this order shall be twenty days aftexr
the date hereof. : . _

Dated at _Sap Franeis® ____, California, this Q5%
day of YULY E ‘ -

llllu'lalurJuuuuhimsngnggr
wMasssarily absent, SOF med # /{/
In B disposition: of Al

Commissioner J. P. ¥
~1]-Recessarily absont, &id not. paruc&pato- _
4n the disposition of this procoodtne;\ :
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 APPENDIX A
Page 1 of 2

Certificate of the Public Utilities Commission
of the State of California for Certain
Transportation Sexvices Performed by
For~Hire Highway Carriers within Califormia

Pursuant to provisions of Section 300.16 of the Economic
Stabilization Act of 1971, as amended, the Public Utilities Commis~
sion cextifies to the Federal Price Commission as follows:

1. The decision to which this appendix is attached provides
increases in minimum rates for the transportation of new and used
motox vehicles (principally automobiles) when transported in
secondary truckaway service within the State of California (Minimum
Rate Tariff 12). The decision increases rates for said sexvices by
9.09 percent effective September 1, 1972,

2. The -reccrd in the proceeding shows that 14 carriers-earn
revenues from the services provided 1n;Min1mum.Ratt Tariff 12, The
xevenues of sald carriers are estimated to increase annually by |
$1,975,000 umder the increase suthorized in the order to-wh;ch this
certificate is attached. :

3. The adjusted minimum rates are estimated to return to the
group of six carxiers (which earn 50 percent or more of their reve-
nues wder rates in Minimum Rate Tariff 12) a composite oPeratxng
ratio (before federal income taxes) of 101.8 percent undexr the
increase. The operxating ratios ¢f the test group of 14 carrxers :
(vhichk Includes the aforcnamed 6 carriers) are estimated to be
103.1 pexcent. ‘

4., The minimum rate increases authorized in the decision to .
which this appendix is attached are designed to directly offset the
ircreases 1n.wages, ‘payroll taxes, and operating taxes walch became~
effective April 1, 1972 or prior thereto, and are not refxected
the minimum.rate levels, or are scheduled to become effective
Septembex 1 1972,
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APPENDIX A
Page 2 of 2

/’.

5. There are no current increases in productivity which |
offset the 1972 increases in wage costs for the highway cartiers .
engaged in services for which xates are provided :I.n M:l.nimum Rate :
Taxriff 12. : o

6. The rate increases authorized herein are the«’ mindmum
necessaxy to assure continued, adequate and safe service By car~
riers engaged in the for-hire highway transportation of motoxr
vehicles in secondary service.

7. Sufficient evidence was taken at public hear:l.ngs held .
before the Public Utilities Commission to support the certif:[catlon' .
made herein. ‘ |

8. The increases are cost justified and do not' reflect fu-
ture inflationary expectations. |

9. The increases do not reflect labor costs in excess of
those allowed by Pr:!.ce COmmission policies.




SURCHARGE SUPPLEMENT )

SUPPLEMENT &

{Cancels Supplement'd)
(Supplement 4 Contafns ALL Changes)
0
MINTMUM RATE TARTFF 12
NAMING
MINTMOM RATES AND- RULES
FOR THE

TRANSYORTATION OF MOTOR VEHICLES
(As Described Hevein)

TN SECONDARY MOVEMENT
"
TRUCKANAY SERVICE
OVER THE PUBLIC HIGMWAYS WXTHIN THE
STATE OP CALIFORNIA
BY
RADIAL, KIGHWAY COMMON c@mxs

HIGHWAY CONTRACT CARRIERS

© APPLICATION OF SURCHARGE

Compute the amount of charges fn accordance with the rates and rules
in this tariff and increase the amount so computed by twenty 0) percent,.
dropping frections of less than one-half cent and fncreasing fractions of
one-half cent or greater 1o One CeNt. .

O Increase, Decision No. 803C1 EFFECTIVE Septesber L, 1972

Issued by the
PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
State Building, Civic Center
San Francisco, California 94102




