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BEFORE THE PUBLIC UTILITIES COMMISSIJNJOT“THEHSTATEAOT CALIFORNIA

In the Matter of the Application
of Jim Carroll Cassil for authority
to depart from the provisions of
General Oxder 147-A by execution
of a contract which results in
increased revenues to the carrier
and the elimination of paperwork
requirements on split delivexy
shipments.

Application 88-02-041
(Filed February 11, 1988: -
amended March 3, 1988)

QR INION

By this application Jim Carroll Cassil (Cassil), deing
business as Cassil Trucking, requests authority'to~depart from the .
proViSions of Rule 7.1 of General Order (GO) 147-A, which requires
submission of cost Justification for reduced rates. The
application is filed pursuant to Rule 2 of GO 147=A.

Cassil alleges the following in support of his request:

1. He is a principal carrier for Michelin Tire Company
(Michelin) in northern Calitornia, transporting millions of pounds
of tire products annually for Michelin pursuant to proViSions naned
in his common carrier tariff. - : ‘

2. This transportation involves- the‘handling of thousands ot
shipments, many of which are transported as split delivery
shipments.

3. The split delivery provisions of Cassil’s tarit!‘are i
virtually identical to those formerly contained in the ComnisSion's R
Transition Tariff 2. They enable the consolidation of smaller
less-than=-truckload (LTL) lots of rreight ‘into shipments which
generate substantial savings for shippers because freight chargesff'
are based upon the combined weight of all lots comprising the
shipment. :
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4. The principal requirements with respect to split delivery
shipments are that freight charges be assessed on a weight of not
less than 5,000 pounds, and that shippers issue written
instructions setting forth in summary the total number and kind of
packages, descriptions of articles, total weights of all
commodities, and destinations. Receipt of goods by the carrier is
acknowledged on individual bills of lading covering each component.
The only purpose of the shipper’s written instructions is to sexrve
as a document which facilitates invoicing of the consolidated :
shipment. ‘ ‘ . ‘

5. Because component charges are essessed’by a carxrier for .
delivery of each component in the split dellvery‘sh;pment, and
because the charges vary depending on the weight of each- component
and distance of the shipment, it is necessaxy for the shipper to -
carefully assess whether freight charges are actually lessened by
including individual. components in a split delivery consol;datmon,
or whether total freight charges night. be lower by tendering some
shipments as straight shipments, and other. compenents as parts of

the consolidated. split delivery—shipment- ' o
6. Cassil spends hundreds of hours annually determlnlng thep

shortest milenges via all points in a split delivery shipnent.
This is necessary because the tariff provisions require that .
charges be determined based on the shortest. result;ng m;leage zrom

origin to destination via all. points ot delivery. '

7. At the request of Michelin, Cassil reoently undertook an,‘gdn

extensive analysis of shipments handled for the period Aprll
through September 1987. The annlysis involved a re-rat;ng of all
master billed shipments. = The purpose was (a) to determine the

amount of savings achieved with- tendering split delivery shipments;fn:f

as compared. with tendering each component as a.separate shipment,’.

and (b) to assessrwhether it was practical to consider el;mination t

of the shipper’s consolidation. docunent, thereby mnk;ng more
efficient. use of shipper and carrier personnel.
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8. A summary of the analysis is included with the
application as Appendix A. It demonstrates that freight charges
were approximately 30% lower when compeonents were master billed
than when each component was rated as a separate shipment,
providing a clear incentive for the shipper to continue tendering
shipments as split delivery shipments in accordance with existing '
tariff rules. _

9. The shipper and the applicant believe that it is
practical to share the 30% savings if they could eliminate the
costly and time-consuming requirement to issue consolidating master‘-
bills on each split delivery shipment, and to thereafter tender and
rate all such individual components as straight shipments. Thus, |
after discussion of various alterhativesT Michelin has agreed to-
changes in rates which result in a net 7% increase in revenues to
the carrier when compared with charges applicAble-under'thé?current
practice of tendering freight both as straight shipments and as |
split delivery shipments. :

10. Under this plan, the shipper and carrier would enter zntofi
a contract which prov;des a 23% reduction in Cassil’s present
ninimum charges and applicable class rates. Thereatter, all ! ,
freight would be tendered to~the carriexr’ as‘stralght shipments. Iﬁf

would no longer be necessary for the shipper to-engage in. extensivefl7-ﬂ7

computations each day to determine whether it is less: costly to
include, or exclude, certain components from split delivery
shipments, and the carrier would be relieved from the costly'and
time-consuming task of calculating the shortest mileaqes and:
freight charges via. all points of delivery; ‘
11. Because overall revenues are currently less by 30% than vf
if the shipper tendered all its freight as straight shipments, and .
because it is proposed that class rates and minimnm charges
applicable to the shipper’s. freight: be reduced only 23%, the
carrier will realize a met increase of 7% in revenues on the ‘ L
existing traffic. Fuxther, both parties will be able to realize
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increases in the efficient and productive use of employees because
each will no longer be required to undertake the extensive analyses
required under the present split delivery rules.

l2. <Cassil emphasizes that the only material changes
contemplated are the elimination of the consolidating master bill
document, and transportation of Michelin’s tire products as
straight shipments. In all other respects, freight will be handled
exactly as at present. Shipments will continue to be prepaid by
the shipper. : '
The applicant asserts that the traffic volumes and
shipping patterns of Michelin make this propoéal possible. A
summation of the results of its analysis is set forth in the
following tables:
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Revenues for the Period

(Cuxrent Method)

Minimum Charges $ 1,864.80
LTL Revenues (Straight Shipments) 5€,040.25

Revenues From Split Delivery Shipments A22.152.59
Total Revenues (Current Method) $180,057.64

(Mastexr Bmlls as Straight Shipments)
Minimum Charges. $ 1,864.80
LTL Revenues (Strazght Shipments) $6,040.25

Split Deliveries Re-Rated as '
Straight Shipments -199,492.15

New Total Revenues $257,397.20

Savings From Master Billing ' _ $ 77,339.56
Percentage Savings ‘ 30.05%'

The followlng charges apply when revenues are reduced 23*
to account for the impact of the proposed changes:

Minimum Charges ' $ 1,435.00
LTL Revenues (Straight Shipments) 43,151.00
Split Deliveries Re-rated as : . :
Straight Shipments o . _153.609.00
New Total Revenues ' $198;195;06 :
Revenues (Current Method) $180,057.64
Increased Carrier Revenues - S 18;137@36
Cassil seeks relie: trem GO 147-A, he states, because to “
conduct and present an LYL cost study in these circumstances would "
be unnecessarily~expensive and time-consuming. Considerable time'. ‘
‘and expense has already been spent to analyze the described traztmc~97* g
for a complete six-month period, he asserts. He believes it is
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clear that his revenue position will be enhanced by the proposed
changes, and that the changes are reasonable in these special
circumstances.

In summary, Cassil requests expedited ex parte
authorization of his request to depart from the requirements of
GO 147-A to the extent necessary to publish the rates named in
Exhibit B to his application in a contract to be filed with the
Commission.

Notice of Iiling of the application appeared in the
Commission’s Daily Transportation Calendar of February 29, 1988.
No objection to the application has‘been'received. :

This application represents the type of immovative rate
making we contemplated in issuing: our decisions in the general
freight reregulation proceedinq. Granting this request will
eliminate the s;gniticant expense to Michelin involved with (
determining which lots of freight to include, and which to»exclude
from a consolidated split: delivery shipment., The expense incurred
by Cassil associated with the correct rating of split delivery .
shipments is also substantial. This is because under tariff rules
applicable to split delivery shipments, carriers must assess the
rate for the distance based upon the shortest mileage from origin
to ultimate destination, routed via 2ll other destinations. The -
greater the number of componente, and the more scattered the points
of destination, the more time and care are required by carriers to
insure that the distances they compute, and the resultant rates,
are in fact the lowest. ‘ " .

‘The savings-nccruing to both ehipper nnd carrier in this
proposal appear to be reasonably passed on to each party. The
precise amounts of labor savings accruing to-the parties have not’
been quantified, nor do we deem it necessary in these
circumstnnces. The proposal appears to be an arm’s length
agreement. . If the carrier is agreeable-to»his total savings
'eplit' of 7%, it is not necessary for us to question that -
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arrangement. There is no financial benefit, per se, which will be
realized by Michelin which does not appear to be the result of
administrative efficiency. Based upon the transportation performed
during the six=-month period April through September 1987,
Michelin’s freight charges were reduced from approximately $257,000
on a straight shipment basis, to approximately $180,000 when
master billed, or by about 30%. But under the proposal, Cassil’s
total revenue for the transportation will be increased to $193,000;
Approximately 67% of this revenue was attributable to master billed
split delivery shipments.

Rule 2 of GO 147-A provides for departures from the
provisions thereof if the Commission finds such departure to be ‘ ‘
reasonable and necessary. We find that this proposal fulfills both.
of those conditions, and that in these circumstances it is not '
necessarxy to furnish the Commission with the cost data specified int
Rule 7.1 of GO 147-A. Cassil has furnished with his application a .
schedule of rates and charges, together’ wnth‘condztlons, which he
proposes be furnished with a contract for Commission approval
should this request be granted. The rates and‘chargeS‘arev77% of
those presently applicable under his common carrier tariff. Tires
and tubes move at Class 77 1/2 LTL and at Class 45 truckload.

Because transportation:conditions may change, the- ‘
authority granted by this decision should'éxpire one year after the
effective date of this order. ' |

rindings of Fact

1. Cassil is a principal carrier for Michelin, transportzng 1"“"'

substantial quantities of tires and related products between poxnts”
in northern Califormia.

2. In performing the transportation for Michelmn, Cassxl
hauls large numbers of split delivery shipments, as well as nany
LTL class-rated shipments and minimum charge ‘shipments. -

3. Under Cassil’s tari::, when transpcrtmng split. del;very
shipments, it is necessary for the shipper to~identiry the -
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components constituting the shipments, as well as other
information, such as the kind and cquantity of each commodity,
weight thereof, and point of destination of each component.

4. Shippers ordinarily achieve substantial savings by
tendering multiple components as split delivery shipments, rather
than tendering each component as a separate shipment. However,
since it is the shipper’s responsibility to identify the components
which constitute the split delivery shipment, the labor associated.
with master billing the shipment is often very expensive because of
the nunber ¢f components and the broadly scattered locatzons-of the
destinations. :

S. The net savings in freight charges accruing to-Maohelxn
through master billing its split delivery sh;pments, rathexr than S
rating each component as a separate shipment, ‘is approxanately 30%.

6. It is expensive for Cassil to correotly rate splrt :
delivery shipments, because under. applmcable tariff rules it is
necessary to route them from origin to the point of destanat;on
which results in the lowest total route mileage via all other
points of destination, and the lowest resultant rate based’ on that
nmileage.

7. Under the proposal set zorth in this application, the
rates and charges applicable to each shipment will be 23% lower
than those otherwise applicable. No~sp11t del;very will be
performed. Cassil will receive 7% more in freight charges than he .
presently receives for this transportation under his- proposed
rates, charges, and conditions.«

8. Rule 7.1 of GO 147-A.requires that’ reduoed rates must be
cost justified. Rule 2 of GO 147-A provides for departu:e from fj
provisions of GO 147-A when the Commission finds that such |
. departure is reasonable and neoessary. o : -

9. Under the special circunstances set forth in,thas o :
applicatxon, we find that the proposal is. reasonable and neoessary.:“ff
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1. The application should be granted.

2. Since there has been no protest to the application, and
there is a financial benefit resulting to the shipper as well as
the carrier, the effective date of this decision should be today.

3. Since transportation conditions may change, this
authority should expire one year after the effective date of this °
order. |

4. A public hearing is not necessary.

IT IS ORDERED that: ‘ ;
1. Jim Carroll Cassil is authorized to depart from the cost
justification provisions of General Order 147~-A, and to assess the
rates, charges, and surcharges named in,Appendix'A.and subject to
the conditions set forth therein when included in a contract filed
with the Commission for transportation of tires and related
products for Michelin Tire Company.
2. The authority granted by this decision shall expzre-one
year after the effective date of this order.
3. The application is granted, subject to-cond;tions.
This order is effective today.
Dated _mav 1.1 1383; , at San Francisco, Californn.

S
N\h‘l

'STAN!:EY W BULm-r
Presxdcnt:
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COMMODITY: Tixes, pneumatic, rubber; Tire tubes; and Related
procducts

ORIGIN: Fairfield, California
CESTINATIONS: Points in California within 300 ccns‘!:ruct:.ve miles. -

GOVERVING FUBLICATIONS: Mileages used in determining rates
hexemﬂersballbecbtained::mtbecﬂmmssim'smsmm
Table 8.

RATES: AsshmmmPageszth:mgh4ozthisAmendix siyject to
Natsltbrwgn:&he:eof-‘

o e s Ee e En Mn Es s B e W e

separately. Shim:hanmtbemohdatedcr
canb:.nedbytheca:rier. :

Sh;;nm'xts z:ust be prepaid. |

Splitdeliverysmricewﬂlmtbepu:widedin
comectionmthrate:nmdhemin
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APPENDIX A

RATES (In Cents Per 100 Pourds)
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143

147
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158

16l
164
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395

199

206
222

- 214

219

226

231

28

240
248

264 -
271
280

286
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79
83
86
91
‘95

98

99
01

12

14
s

122

128 .
133

139
144
. 249

183, -
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APPENDIX A

The Minimum Charge per shipment shall be:

WEIGHT OF SHIPMENT
(In Pounds) '

0 25
25 - 50
50 75
75 200
1s0
150 200

250 ‘ 2435

250 300 : 271
400 2511 3219

- 500 B 2857 3629 -

500. A 3154 4023

(A) Applies for distames ncn: exceeding 150- constructive miles.
(B) Applies for distances in excess of 150 constructive miles.
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APPENDIX A
Original Page 4

SHIPMENIS HAVING CRIGIN OR DESTINATION
v THE
CENTRAL QQASTAL TERRITORY

Shipaments which have origin or destination within the Cemtxal

Coastal, territory are subject to the :ollm.ngpxw:.s:.marﬂ
additiconal charges:

Weight of Shipment .
(Pourds). .~ Charge (In Cents Per Shipment)
over Not Over Colum 1 Coltmmn 2

0 100 a7 34

100 500 28 57

500 1,000 - 56 S 1

1,000 2,000 | 84 - ae7
12,000 5,000 140

5,000 20,000 189 . 373

20,000 50,000 BT - en

mlmlszd:a:gosagpplywbenpomtofodgmorpomw o
destination is located within the Central Coastal Territory,
as described below.

Colum 2 surcharges amlywbmbathpomtora:iginmﬂpomt of-
dstmaﬂmmloatadmtbmthemlcoastalm:nmry
as described below.

mmmmmmtmmmofm
c:.tyaxﬂC&mtyo:SanMuciscoandthecumtiesofnmeda
Contra Costa, Lake, Marin, Mendocino, Manterey, Napa, San
Beni.to, San Mateo, Sam:ac:!.a:a SolamandSoam

4

(END OF APPENDIX A)




