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ORIGINAL
Decision No. . o .
BE?ORB THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Investigation into

the rates, rules, regulations, charges,

allowances end practices of all common

carriers, highway carriers and city Case No. 5604
carriers relating to the transportation Petition for Modification
of motor vehicles and related items No. >
(commodities for which rates are (Filed February 6, 1973)
provided in Minimum Rate Tariff No. 12).

Richard W. Smith and A. D. Poe, Attormeys
at Law, and H. Hughes, for California
Trucking Association, petitioner.

Kirk S. Eyer, for Toyots Motor Sales;

Robert A. formel, for Pacific Gas and
tlectric Company; and Walter R. Cord,
Tor Mezde:, Motors of America; interested
parties, * :

Gary E. Hans, for the Commission staff.

[
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OCPINION

This matter was heard and submitted Mapch 16, 1973 at
San Francisco before Exeminer Thompson. California Trucking
Association in the petition herein seeks an increase in the 20 percent
surcharge prescridbed by the Commission in Decision No. 80301 for
application to the rates ang chargez for the transportation‘of motor
vehicles in secondary truckaway Service in Minimum Rate Tariff 12
(MRT 12) to 23 percent. Petitioner alco requests that common car-
riers be authorized £o' establizh the inerease to all class and commo -
dity retes and-charges‘applicable to The transPQrtation'of pélated
exempt commodities as well &s thosé commoditieS-subject tb,MRTgle.

The granting of the petition is opposed by Toyota Motor:
Seles and by Mazda Motors of America. The Comrission staff opposes
the granting of authority to common carriers to 1ncreaseﬁ}atés.on
related exempt commodities. g o k ”

P 2




C. 5604, Pet. L g1

The evidence in this proceeding consists of prior decisions
of the Commission in the establishment of minimum rates in MRT 12 ofi'
which official notice is taken, testimony and exhibits presented by &
cost analyst on the staff of petitioner, and California Automobile
Transporters Local Tariff No. 1, R, A. Redmond, Agent, which was
received in evidence by reference.

und

Motor vehicles are transported within California by a
nmuber of methods, including by railroad, by "driveaway" service
in which a driver is employed to drive the vehicle under its own
power between points, by '"towaway" service in which the véh;cle‘is
towed on the highways by another motor vehicle, and by "truckaway"
service in which the weight of the vehicle to be transported rests
wholly or partly on the equipment of a highway carrier. By Decision
No. 50218 dated June 29, 1954, the Commission establizhed in MRT 12 |
mindmam rates for the transportation of motor vehicles and related
items in secondary movement by tfuckaway service,. Secondary mbve-,
ment was cdefined as transportation of motor vehicles except for the
initlal movement from a marmufacturing plant or e return thereto.
Those minimum rates were first adjusted upwards by-aboux.lé'percenx
pursuant to Decision No. 57159 dated August 12, 1958. In that
decision 1s stated: L

"An increase in the marketing of sports cars and
foreign cars was given effect in the cost study by
the use of a higher load factor."

The minimum rates were next adjusted dy an increase of > percent
pursuant to Decision No. 58232 dated April 7, 1959. As in the prior
decision thére‘was no authority to common carriers to increase rates
on exempt commodities. .

In Decision No. &3413 dated March 13, 1962, the Commission .
preseribed increases ranging from 2-1/2 to 5§ percent in the rates
1n'MR$v12. With respect EéAthe exemnopt commodities;thF'Commisaion
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guthorized common carriers to make corresponding increases in their |
- retes for initial movements of vehieles in Truckaway service‘and in
their rates for driveawey service. The general level of the minimum
Tates remained unchanged until the issuance by the Commission of
Decision No. 78905 dated July 13, 1971 in which a surcharge of 10

percent was presceribed in all charges at the rates in MBT‘lz. In that
decision 1t 4is stated:

"The Commiscsion 8tell representative stated that the
Transportation Division staff intends to undertake
the studies necessary to develop current total
operating costs and that the stafr expects to com-
plete said studies by the end of the current year."

In the decision the Commission found, among other things:

"Z. Increasec in driver's wage costs, in the period
Since MRT 12 rates were lact adjusted, heve been
offset in whole or in part by reductions in operat-
ANg costs resulting from the increased Productivity

Stemming from the transportation of greater mumbers
of cars per load.", and

Iruckewey equipment cannot be made to handle
more vehicles than currently are being handled;

therefore, no further ineresse in productivity
from this source is avellable." -

The order in thet decision provided, among other things:

"3. Common carriers melntaining rates for the transporta-
tion of motor vehieles in secondary movement not
sudbject to Mintmum Rate Tarifl 12 are authorized to

increase said rates by the same amounts as authorized
for Minimum Rate Tariff 12 rates herein."

The increases guthorized in Deciszion No. 738905 were suspended pursvant
to the requirements of the Executive Order of the President of the
United States imposing a freeze on prices. This suspension was

vacated by Decision No. 79371 and the ineresses were made effective
November 22, 1971. ' ' '

The mozt recent action by the Commission involving adjust-
ment in the genersl Level of rates in MRT 12 was the issuance of
Decisdon Wo..80%01 on July 25, 1972 wherein a furcharge of 20 percent
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was esteblished effective September 1, 1972, in lieu of the 10 per-
cent surcharge mentioned hereinabove. That decision referred to the
findings 4in Decision No. 78905 concerning productivity and found:

"4, The record shows that no further increases in pro-
ductivity from any source are currently available.

To cerrders transporting motor vehicles under rates
in MRT 2. ‘

With respect %o the authorization to common carriers to incerease
rates on exempt commoditieu, the decision conteined the 1denxical
ordering paragrapn as contained in Decision Mo. 78905 set forth above.
The decision also describes evidence that 1971 was an extremely pro-
ductive year for the carriers because of movements of automobiles
into California from Mexican ports beceuse of e dock strike in this
Stete that occurred that Year, and that following th strike many
foreiegn automobiles were brought into California through Port
Hueneme because other major ports were crowded with cargo as a result
of the strike. The decision also states that the stars studieg con~
templated in Decision No. 78905 were not completed becausze the staff

was not able to provide the necessary personnel in view of cpmmit-
ments in other aresas.

The Evidence

The prevalling rates of wages for drivers employed by car='
riers engeged in truckaway services in Californis are those provided
in a Western Conference truckaway supplement to the National Master
Automodbile Transporters Agreement. The incereases in wages and
fringe benefit contribdbutions occurring since the last genersal
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adjustment in mindmum rates effective September 1,'1972are set forth
in the margin.l | |

Az of Jarmary 1, 1973, peyroll taxes were inereased.
F.I.C.A (Social Security) taxes incressed both a5 to rate and as to
taxable wages To which the rate is applied resulting in an increase
in ennual tax from $468 o $632, or 35 percent. C.U.I. (State
Unemployment Insurance) rates inereased from 3.1 percenq:tOLB.vaer-
cent on annuel taxeble wages of $4,200, or 4.9 percent. R.U.F.
(Peceral Unemployment) rates increased from 0.5 percent to 0.58 per-
cent on anmual texable wages of $4,200, or 14.3 percent. On October .
1, 1972, the manusl rate for workmen's compensation insurance
inereased from $5.76 per $100 of wages paid to Truckmen to $6.13, or
5.42 percent. "

By epplying the wage rates to o forty-hour week for 52
weeks (2,080 hours) and adding the peyroll taxes, pension contribu~
tions angd health end welfeare contridutions as well as the cost for

worlkmen's compensation insurance, & comparison of the cost as of

1/ Changes in wage retes end fringe benefits comtributions from
September 1, 1972 effective March 1, 1573. ‘

Inereases -
o/1/72 L TAYAS) Amount Percent
Local Driver Wage

Per hour $ 5.840 $ 6.090 $ .250  4.28
Long Line Driver , '

Wage per hour 5.660 5.910 .250 4,28
Wege per mile 0.1505 0.1580 0075  4.68
H. & W. Fund ‘ | |

Per men/month 55.42 59.7% L.351 7.78
Pencion Mung

Per man/week 13.00 14.00 1.0 7.60
No changes in number of days of vacations or holidays.
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Septemder 1, 1972 of employing a driver can be compared to the cost
&s of March 1, 1973. The comparison shows an increase 4in tne cost
of 5.93 percent
Petitioner presented Exhibit 34-3 consis ting of an estimate

of the 1mpact of the aforementioned ¢cost incresses upon the opera-~
tions of fourteen carriers engaged in secondaxy truckaway transporta~
tion. It also sets forth estimated results of six carriers of the
fourteen that earned more then 50 percent of their revenue from the
rates in MAT 12. The base year selected for those estimates was the
celendar year 1972. The reverue es timates are overstated because
Petitioner applied percenzage* of inecreases incorrectly to the
revemies for the base year. In determining the additional revenue
that would result from the proposed inercase 3 percent 1nstead:of

2-1/2 percent was applied to the 1972 revermes. The petition
request ubﬂti*uzing & 22 percent surcharge in lieu of o 20 percent
wurcharge which is an increasse in rates of 2-1/2 percent. TFrom “he

fourteen carriers petitioner obtained the detail of expenseS‘and
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therefore the ratio of wages, welfare expense, compensation insurance
expense, and payroll tax to total operating expense. Petitiongr found
that the above~mentioned expenses amounted to 51.06 percent of the
total operating expenses of the fourteen carriers and 53.84 percent
of the operating expenses of the six carriers. It was developed

that the impact of the incresses in those expenses to total operat-
ing expenses is 2. 82 percent in the case of the fourteen, carriers

and 2.90 percent in the case of the six carriers.

Table 1 sets forth estimates of the results of operations
of the six carriers and the fourteen carriers at March L, 197>
expense levels and at the pProposed increases in the minimum rates
in MRT 12. Those estimates differ from those set forth in dxhibit
34-3 in that 2-1/2 percent was applied to the revemie derived from
MRT 12 instead of 3 percent, and expenses based upon taxes on gross
revenue are computed by considering only the fee payable under the

Transportetion Rate Fund Act and the tax paysble under the Highwey
Carriers ' Uriform Business License Tax. The for-hire carriers' tax
payadble to the State Board of Boualizamion wes repealed Jly 1,

1977 and is not included. |
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TABLE 1

Estimates of the Impact of Increased

Expenses, and of Proposed Incressed

Rates on the Operating Results of

Secondary Truckaway Carriers for
The Calendar Year 1972 -

6 Carriers 14 Carriers

A.  Actusl 1972

1. Revenue from MRT 12 $5,266,938 $ 8,106,526
2. Other Revenue 763,785 ;}Q135l,120;1-
2. Total Revemue $6,030,723 - $138,457,646 |
4. Opereting Expenses $5,848,801 $1%3,076,758 -
5. Operating Ratio (4 + 3) 97.00% 96.10%
Modified for Labor Cost Increasesl/
6. Percent increase total expense 2.90% 2.82%
7. Line 4 x Line 6 $ 169,608 $ 3,752,758
8. Modified Expense (4 + 7) $6,018,509  $136,829,267
9. Operating Ratio (8 + 3) 65.80% 93.80%
C. Modified for Proposed Rate Increase ‘ '
10. Increase in Revemue (1 x 2-1/2%) $ 131,673 - § 202,667
11. Total Revemue (3 + 10) | $6,162,396 * $138,660,309
l2. Add'l Gross Receipts Texes?/ $ 570 $ - 875
13. Total Expense (8 + 12) $6,019,079  $136,830,143
14. Operating Ratio (17 & 11) 97.70% 98.70%

1/ As of March 1, 1973.

2/ Gross Receipts Taxes:
0.322% Transportation Rate Fund Fee
o.loo% Uniform Business License Tex

0.433% % Line 10 = Line 12
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In Exhidit Z4-4 petitioner set forth an estimate of the
impact of the proposed increase upon the revemues of all carriers
-ongaged in transporting property subject to the rates in MRT l2.

The Commiysion's Data Bank Report 601-2 shows that the reverme
derdived in 1971 by all carriers from rates prescribed in MRT 12 was
$11,131,691. Petitioner applied certain percentages to that base
in order to determine the gross revemues that would have been
received at the prescent rates and at the proposed rates. It was
shown that the method used by petitioner was invalid.

During the period January 1, 1971 through August 20, 1971
(272 days of the year) the mindimum rates were those set forth in
the various items of MRT 12. Effective August 21, 1971 through
December 31, 1971 (133 days), the mindmum rates were those set forth
in the various items of MRT 12 plus a 10 percent surcharge. - The
revemes that would have been received by the carriers had the 10
percent surcharge not been made effective August 21 would have been
$10,740,244. The present minimum rates are those set forth inm the
various items of MRT 12 plus a 20 percent surcharge. Had the pre-
fent minlmum rates been effective throughout the year 1971 the
reverues that would have been received by the carriers would have
been $12,888,367. The proposed increased rates are the minimum rates
Set forth in the various items of MRT 12 plus a 2% percent surcharge.

Hed the propoued rates been in effect during 1971 the revemues that
would have been received by the carriers amount to $13,210,576.
Based upon operations conducted during 1971 the additional. revenue
- t0 be derdived at the proposed rates by all carriers engaged in
operations subject to the provisions of MRT 12 amounts to $322, 210.

There are highwey common carriers engaged in the trans-
portation of motor wvehicles in secondary movement by truckawsy. Some
of those carriers also provide truckaway service in inltial movements
and some provide driveaway services. Highwey common carriers are
- required to publish and maintain their own schedule of rates for the




C. 5604, Pet 34 oI

services they offer. Six highway common carriers maintain their
rates in Local Tariff No. 1 of California Automobile Transporters,
R. A. Redmond, Agent. Section 3 of that tariff names rates for
transportation by truckaway-of--z - mmber-of -comuodities.such as ,
generators, searchlights, aviation beacons, Vehicle chassis, motor-
c¢ycles, vehicles other than motor and vehicle parts. There are
rates that apply to motor vehicles weighing less than 1,000 pounds
each or weighing more than 5,000 pounds each.

Discussion .

The evidence shows that as of March 1, 1973 the costs
related to the employment of labor incurred by carriers engaged in
transporting motor vehicles and related articles in truckaway service .
has increased by 5.93 percent since September 1, 1972. This labor
related cost increase has the effect of increasing the carriers’
total cost of providing service by approximately 3 percent. The
proposed increase in rates by 2-1/2 percent will not recover the
cost increase. The evidence shows that the offsetting of & portion
of that co3t increase by geins in productivity 13 not attainabdle.

Mazda Motors of Americe asserts that the proposed increase
in rates will have an adverse effect upon the imported automobile
industry end that the increased costs wiil necessarily have to be
pessed on to the consumer. The consumer eventusally pays the cost
of any increase in rates. In its determination of whether increases
in rates are justified the Commission must be govermed by the law.
In the instance of the establishment of minimum rates the Commission
must follow the legislative mandates of Sections 726, 3661, 3662,
and 3663 of the Public Utilities Code, among others, and must be
guided by the precepts set forth in Section 3502 which states in part:

"It is the purpose of this chapter to preserve for
the public the full benefit and use of pudblic high-
ways consistent with the needs of commerce without
unnecessary congestion or wear and tear upon such
nighways; to secure to the people just and reasonable
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rates for transportation by carriers operating
upon such highways; and to secure full and ,
unrestricted flow of traffic by motor carriers
over such highways which will adequately meet
reasonable public demends by providing for the
regulation of rates of all transportation agencies
59 that adequate and dependable service by all
necessary transportation egencies shall be main-
tained and the full use of the highways preserved
£o the pudblic.”

This recoxd shows that the six carriers which are almost wholly
engaged in transportation governed by the mindmum rates in MRT 12,
and who transport detween 40 and 50 percent of all traffic moving at
those rates, would operate only at a break-cven point under the pre-
sent rates. We do not consider such a circumstance to meet the
legislative policy of providing for the regulation of rates of all
trensporsation agencies so that adequate and dependable service by
all necessary transportation agencies shall be meintained; nor are
we of the opinion that minimum rates which will provide revermues
tarely sufficient to meet the costs of providing the service to be
the just and reasonable minimum rates required by the 1egislative
mandate.

Toyota Motor Sales, Inc. moved that consideration of any
inerease be postponed until the Commission has before it the studies
belng undertaken by the staff. The staff indicated at the nearing
that the completion of those studies is anticipated in the fall of
1973.. We need only to point out that in Decision No. 78905 dated
July 13, 1971 4t 43 stated that the staff at hearing preceding that
Ceclsion asserted that the studies were expected to bde completed at
the end of that year 1971. The motion will be denied.

With respect to petitioner's request that commbn\carriers_be
authorized to increase rates on exempt commodities to the same extent
as the increases 4n MRT 12, the evidence shows that the increases in
costs would be applicable to all truckaway operations conducted by the
carrierc in that the labor costz per hour do not vary because of the
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article being transported. It is noted that prior decisions of the
Commission are not uniform with respect to this issue. AL first, and

until 1962, the authority to common carriers to make corresponding
increases in rates on exempt commodities was not included in the
decisions concerning MRT 12. In Decision No. 63&13'the Commission
authorized common carriers to make corresponding increases in rates
for driveaway services and for truckaway services in initial move=
ments. In the next decision, issuved in 1971, the Commission granted
authority to common carriers to increase rates only on articles
transported by truckaway in secondary movement. That also was done
in the most recent decision in this case, namely Decision No. 80301
dated July 25, 1972. |

While the record shows that the increases in costs would
apply equally to any transportation in initial movements by truckaway
service, it is not clear from the record what articles inciuded in
the exempt commodity category are covered by rates in the tariffs of
truckaway common carriers. It has not been eétablished whether
those rates are at the same level or at a different level from those
preseribed in MRT 12, or whether there have been adjustment in any
of those rates separate and aside from those authorized by Decisions
Nos. 73905 and 8030L. With respect to rates for the transportation
of exempt commodities in truckaway service that are mgintained at
the same level as the rates prescrived in MRT 12, & showing has been
made fhat corresponding increcases in rates are justified. As to
other ratez, they have not bYeen identified sulfficiently for the
Commission to determine whether any increases are Justified. In
order to avoid any confusion regarding which rates on which exempt
commodities may e incressed, the request will be denied without
prejudice. It would eppear that applications by common. carriers,
or Their tariff pudlishing agents, for authority to increase such
rates may be appropriately filed either under the Special Tariff Docket
procedure specifiec in General “rder No. 109, the Shortened Procedure
Tariff Docket provisions of Rule 25 ‘of the Rules of Practicc and
Procedure,or a formal application.

-]2=-
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Findiggg
We find that:

1. The minimum rates for the transportation of motor vehicles
in secondary movement, as set forth in MRT 12, were last adjusted
effective September 1, 1972 pursuant to.Decision No. 80301 dated
July 25, 1972.

2. Since the effective date of said adjustment in the minimum
rates, and as of March 1, 1973, carriers subject to MRT 12 have
incurred an inerease of 5.93 peréent in the cost of employing labor
o perform the services for which rates are prescribed in MRT l2.

3. The effect of the increase in the cost of labor has been
to inerease the total cost of providing truckaway service of motor
vehicles in secondary movement by approximately 3 percent.

L. By this petition, California Trucking Association on behalfl
of carriers engaged in this transportation seek an increase of 2-1/2
percent in the rates and charges in MRT 12.

5. Productivity gains to offset the increases in costs are
not expected nor do they appear to be obtainable. |

6. The increase in winimum rates sought herein will provide
revenues no greater than the increases in expenses resulting from
the increased labor costs. . |

7. The carriers engaged in transporting motor vehicles in
secondary movement by truckaway at the rates prescribed in MRT 12
canmot absord the increases in costs and contimue to operate at A
reasonable profit. : |

8. ‘The increase in minizum rates will provide all carriers
engaged in transportation at the rates named in MRT 12 with additional
gross revernue of $322,000, which increase 1s the minimum required to
ascure continued adequate and safe transportation service.

S. The increase is cost-justified and does not rqflect future
inflationary expectations.
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10. The increase in the minimum rates in MRT 12 is Justified.

1l. The resulting increased rates are, and for the future will
be, the just, reasonsable, and nondiscriminatory minimum rates to be
observed by highway carriers engaged in truckaway transportation of
motor vehicles in secondary movement.

12. The exempt commodities for which increases in the rates of
common carriers is sought have not been sufficiently identified so
a5 to permit & determination of whether the proposed 1ncreases in
those rates are justified.

Conelusions

' We conclude that: .

1. MR? 12 should be amended by substituting a surcharge on
all rates and charges of 23 percent in lieu of the 20 percent sur-
charge presceribed in Decision No. 80301.

2. Common carriers should be required to increase their rates
for the services covered by the rates in MRT 12 to the 3ame level &3
the minimum rates prescrided herein.

J. Common cerriers should be authorized to depart from the
long- end short-haul provisions of the Public Utilities Code to the
extent necessary to publish the rate increases required herein.

L. Authority to common carriers to estabdblish increases in
the rates for exempt commodities should be denied without prejudice.

IT IS ORDERED that:

1. Minimum Rate Tariff 12 (Appendix A of Decision No. 50218,
as amended) is further amended by incorporating therein, o become
effective October 25, 1973, Supplement 7, attached hereto and
by this reference made & part hereof.

2. Common carriers subject to the Public Utilities Aet, to the
extent that they are subject to Decision No. 50218, as amended, are
directed to establish in their tariffs the increases necessary to -
conform to the further adjustwents herein. |

Y
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”

3. Tariff publications required to be made by common carriers
as a result of this order shall be filed not earlier than the effective
date ol this order and may be made effective not earlier than the
tenth day after the effective date of this order on not less than
ten days' notice to the Commission and to the public and shall bde
made effective not later than October 25, 1973.

L. Common carriers, in establishing and maintaining the rates
authorized by this order, are authorized to depart from the provisions
of Section 460 of the Public Utilities Code to the extent necessary
o adjust long~ andshort-haul departures now medintained under out-
standing authorizations; such outstanding esuthorizations are herebdy
modified only to the extent necessary to comply with this order;
and schedules containing the rates published under this euthority
shall meke reference to the prior orders authorizing long- and short-
haul departures and to this order.

5. Authority to common carriers to inerease their rates on
exempt commodities is denied without prejudice.

6. In all other respects, Decision No. 50218, as amended,
shall remain in full force and effect.
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7. The motion of Toyota Moter Sales is denled.
The effective date of this order shall be twenty days
after the date hereof. ‘

Dated at San Fraociseo ' Califormia, this g574 -
day of SEPTEMBER , 1973. ‘




SUPPLEMENT 7
(Cancels Supplement &)
(Supplements (1)5, 6 and 7 Contain AL Changes)
TO

MINIMOM RATE TARIFF 12

NAMING

MINIMUM RATES AND RULES

FOR THE

TRANSPORTATION OF MUMOR VEHICLES
(As Described Herein)

TN SECONDARY MOVEMENT
BY
TROCKAWAY SERVICE

OVER THE PUBLIC HIGHWAYS WITNIN THE

STATE OF CALIFORNIA
b:> 4
RADIAL HICHWAY COMMON CARRIERS

HICHNAY CONTRACT CARRIERS

¢ APPLICATION OF SURCHARGE

Compute the amount of ~harges in accordance with the
rates and rules in this ca(r:i;)ff Ang increase ;:;m ;noun:o »0 .
computed twenty=three (2 reent, dr g fractions o
1‘3'3"3 thanbgm—ml{' cent and ;Lng:'o.ui.m'} tr‘:g%:.onu of one-nalf
Cant or greater o one cent. .

(1) Contains suspended matter.

¢ Increase, Decision No. 8190 4 EFFECTIVE

Issued by the
PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
State Building, Civie Center

San rrancisco, California 94102




