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BEFORE tHE PUBLIC U'rII.lTIES CCMaSSION OF THE SIA'l'E OF CALIFORNIA., 

In the Matter of the Appl:l.catiOl1 ) 
of A.Df\MS DELIVERY SEllVIC& INC. , 
for SUSpena:l.OI1 and :l.nveatlgat:l.on 
of rata. of ])1 SAI.VO TRUCKING CO. 

(1&5) 
ease 11046 

(F1led, November 16, 1981) 
(RR-606) 

S:l.lver, Rosen
l 

Fiacber & Stecber, by Ellis Roa. 
Anderson, ttomey at Law, for 1)1 Saivo 
ti'UcldDg Co., respondent. 

Dunne, Phelps, Mills, Smith & JacaOl1, by 
Marshall Berot, Attorney at Law', for Adams 
Delivery service, Inc., protestant. ' 

OP"INIO,N ______ I~ 

Rate Reduct:l.on 606 (RR-606) filed; Oc,tober 29~, 1981 by 
D1 Salvo 'rruck1Dg Co. (Dt Salvo), • h1Shway COlllllOD. carder ,conuina 
reduced rates for the transportation, of drug., med:l.cines. and· toilet 
preparation. tendered by one shipper 'in quantities of >,000, pounds 
or more from Metropolitan Zone 113 to poine. with:l.n 525- constructive 
miles. By letter dated November 27, 1981, the Execut:l.ve D1rector, 
under authority of Resolution M-4713, suspended· tbe rates 1D'RR-606· 
for a period of 45 days in reapOD.le to a proteat fi~ed by' Adams 
Delivery Service, Inc. (Adama). Decision (D~) 82-01-49' issued 
J'azmary S, 1982: cont:1nued the suspension and deferred the use of 
lUt-606 until further order of the Comrf .81oa:. 

Publ1c heariDg was, held before AcJmin:l.stratlve Law Judge 
}!allory 121 San Fraciaeo OIl, .January 28. 29', and,February 1,1982" 
and the matter was subm:l.tted. Ev:l.denee was presented; on bebalfof ,,' 
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BaclcEound 
By ]).90663- dated Auguat 17. 1979' in ea •• (C .. ) .5432. 

. , 
" 

Petition 884 et a1 •• the Ccmnis.ion inaugurated, a program, for the 
reregul.ation of the State'. transportation industry. lJD.der that 
program motor carr:l.er industry regulation was converted froar a pric1ng 
system· baaed on Cormrfssion-eatab11sbed min1111DD,rates to' a syatemof 
carrier-filed rates. 

]).90663- establiahed' a transition period, of inc!efiDite, 
length during which camera 1IIL11t file and' ma.inta:tn: rat.s which' are;' 
Dot below the level of the mini",,,,, rat .. in· effect at the t1methe " 

program Wal establishea· or the rates of other carriers., whichever are 
the lower. Carriers des~1ring to establish rate. belOW' such levels 
1!I.1It furD!sh jusd.ficatiOil statements with their reduced rate f1l1q1 
which shClW'that the proposed xeemced rates will be compensatory and' 
will meet the Deeds of coa:merce. 

• Tariffs containing rate reductioaa may be mad.eeffective 

• 

immediately upon f1l.i'Dg, if they contain rates no, lower than the' 
rates of competing: carr1ers or rate. 1n the transition tariffs. 
'rar1ff fiUnga containing rates below such levels 1IIL1st be made 
effective on 30 days' notice unle.. specific authority, 18 sought and 
granted to fl1e such rate changes 011 ahorter DOtice. 

The reregulatiOD. order does. Dot specify:En detallthe 
actioaa necessary to comply with the general provislons outlined 
above. Therefore, General Order (GO). 147 was adopted by the" 
CoaIIdasiOil effective December 13, 198:1. b:r ]).93766- in om 4, t~ 
implement the Camrfssioa.'. transportation reregulatimtprogram; during. 

the trana1tion period from· m1n:l1mJlD< rates to- carrier-filed rates. 

GO 147 contains. amocg other th1:Dgs, rules gwerniDg: the manner in 
vb:1ch juat1f1cat1on statement. JllWJt be prepared. 

Under the reregulation' plan. ])1 Salvo. filed RR- 606-wb1ch . 
contains rate. below both the level of rat.. in Tr8118:ttiOll 
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Tariff (r.r) 2 and rates of other carriers. Aecompan~RR-606.waa' 

• justif1catioa. atatement setting forth cost and operat1oaal, data 
designed to, show that the proposed, reduced rates would ba compensatory 
and would meet the needs of eoamerce. 

Following. Adams t protest, D1 Salvo f1:1ed· a pleading. entitled 
"Di Salvo,t. Amendment to ita Rate ReductiOl1 Appl:l.catiOll 606, aDele 

Respoase to, Adams' Amended Protest." The rates and ru1ea,in issue . 
111 thU proceeding are those set forth in that pleading:, which, also 
are reproduced- aa Exhibit ,1. ' 
Evidence of D1 Salvo, 

D! Salvo' 8 president presented· evidence in' support, of'tha' 
reduced rate f:U'lDg. The witne.s explained ,that the rate reduction: 
is dea1gned to retain to D1 Salvo, the business -accorded it by 
William, H. ROZT, Inc. (Rorr)', a manufacturer of clrugs-ana;, related
product8 located at 1550 Factor Avenue, San- Lean~o'(MZ,l13). 'The 
witness stated that when other carriers had:, approached; Rorr for :tts 
buameas by offering it a rate reduct:lon of lO~ that offer was 
countered by D1 Salvo with RR-606. 

The witness testified that Ron DOW uses the sp,lit-del1very 
prov:la:lons of D1 Salvo t 8- tariff 1mder which :tt comb:lnea as', one 
maater-b1l1ed shipment up to, 40 component parts destined,to- points 
in the greater Loa Angeles area and, intermediate points. - The sp,llt

del1very prori.aiODS produce lower' cbargea tban 1£. the -several com-' 
poData were b111ecl as separate shipments.ll The l1ne-haul rate 
for .a split -delivery shipment is ccmputed from· point of origin,' to' 

-!/ The spl1t-del1very rule permits the applicat10n of a l1ne"baul 
rate applicable to the combined weight of all component part •• 
To the Sb15t charge betsad OIl that rate 18 added a .p,11t
deHvery c e for each c ODent part. The total char e for 
the split-del :very Sh1pmen~ generally 1es. than the cCrges 
computed a8 1f each e~onent was a separate shipment. To· use 
the split-delivery tariff prOY1a:lona.. at least .s~ pounds 
1!UIIt be shippea at cae t1m8 from' one point of or .• ' 
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the laat point of destination, via the points of destination,' of< . 
all component part.. Shipper. and carriers a8.ertedlyexperleDCe 
difficulty 1n rating split -delivery shipment. because of the need.: to

compute mileages owr all possible routes that the split-delivery 
ah:1pment could move :In order to ascertam the ahortest route. ln, 
addition, shippen must datend.ne whether :lnclusion of a component 
1'0. a apl1t-del1very shipment will result in & total charge 1e •• 
than if that component bad been excluded. Therefore, the witne •• 
believes that it 18 to. the advantage of both, ltorrand D:t S'alvc> to. 
eliminate the complex computations needed to, properly rate· aplit
delivery shipments. Negot:l.at10M between Ron and D:t salvo- incit
cated that D1 Salvo could retain the Rorr account if D:t SalVO' 

published rate. which would, produce approximately the same overall, 
revenues as Ron 1a now paying, but would< el:1m1nate. the complex and 
t1ml-CODBUmlDg computatioaa ••• oc:l.ated with t!la' b1ll1Dg of: spUt
delivery shipments. 

Aa a consequence. D1 Salvo developed. the volume tendex:' , 
rate proposal 1n RR-606. That proposal produces approximately the' 
same overall revenues as those now received by D1 Salvo. EXhibit 4 
contain. a rec:apitulation of all shipments handled" by Di, S41VO: for 
Ron' durl.ng the month of September 1981. the recapitulation 
includes both atraight shipments and split-delivery ahipments. It 
ahowa revenues received under present tariff proviaiona and, under 
the volume tender proposal in 0-606, as follows: 

Week Number of Total Weight Revenue 
Ending Shipments (Pound!1 As Billed 
9-04-81 84 40,373 $ 3-,272.42 
9-11-81 103 59',838 4,67S.36 
9-18-81 171 117,593 8,27S.4S 
9-25-81 176 136.898 8-.346.42 

Total 534 355,202 24,512.68> 

-4-

RR-60& 
Proposed· Revenue 

$: 3,267.16, 
4,43-1.80 
8,,079-.53-
8:.331.44 

24·,109.93 
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Exhibit 4 also COQuina a comparison of 'the .·estimated 

cOsts' of' performing the serv1cewitb. the revenues under present 
"mid.:proposecl rates for ,two split-delivery shi-pmente transported 

"* ..... ~._ .. ", .... _~"-~-.'r ' • 

, .. f'~:t:..~()'rr under master bills issued September 23~ 1981., The rate 

_.~~~~~ ShCMa the follow:blg.: 
Revenue 

H9.ater Bill Total Weight Under 
Shown In' Miles. (Pounds) As Billed RR-606-
Exhibit 6 636 6,,201 $ 619'.57 '$ 601 .. 40 
Exhibit 5 781. 34,394 1,546.49 l,57S.31 / 

Total 1,417 40,~95 7,166.06 2,179.71. 
"!be study developed total costs for handl~ the two split

delivery shipments of $1,789.18, producing a cost/retVe:rme rati:o of, 
82.1~~ indicating the proposed 1:ransportation 8e~cew11l be. 

compensatory. 
Adams.' Evidence 

An employe.e of Adams· presented evidence designed-, to' ,shOW 
tha1: RR-606 resul1:s in substantial rate reductions and that the 
rate proposal would not produce compensatory rates. In Adams' . 
Exhibits 8 and 9, the witness, selected several components:' of the
split-delivery sbipment 1n Exhibit 5 and compared the ,total charges' 
for such components. rated as separate split-delivery shipments'and 
rated 'CllQer RR-606. The comparison in Exhibit 8 covers Scompcnents 
weighing a total of 14,002 pounds transported for a' distance of 480 
miles. The spl:Lt-delivcry revenue is $669.98, and the RR-606 revenue 
is $555.09, or a reduction of 177.. Simi.~ly, Exhibit 9' -ineludeS:.l3;> 

components wei8hing a total of 29,023 pounds transported· for· a 'dis:
tance of 590 miles. The split-delivery' revenue is$1~306.09:'and'the 
RR-606 revenue is $1,096 .. 73, ar a reduction of 16, percent. , 

Adams r Exhibit 7 compares. charges. for stl~a1ght shipments :In 
weight groups of 5,.000 pounds, 10,000 pounds,; and' 20,000-pounds.,under 
D1 Salvo's present tariff and'll1\der RR-606. In this comparls;cm. " . 
RR-60& rates. are 301 less than D1 Salvo'8: present rates:. for'the:s8.me 
distances and weight groups.... Based on these analyses. 1t:Ls Ad8ms" 

• contentiou that the proposed rates are mncompensatory .. 
r' . 

-5 ... 
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1>1 Salvo'. Rebuttal Teatimony 
])i Salvo'. witneas developed compari80D8 of the eatimated 

COBta of performin8. the hypothetical movements described:tn, Adama ' 
Exhibits 8- and 9". Theae comparilcms show that the, proposed~ charge. 

, " 

of $555.09' for the e:l.ght components fn Exhibit S exceed; the estimated 
costa of $529.19' ruult1Dg 1n a cOlt/rfNtmUe ratio- of 9S.01.. S:lm:I.~ly. 

die proposed chargea of $1,096.73 for the l3.component8. 111 Exhibit, 9' , 
exceed the eat:lmated costa of $818:.29', produc:lDga coat/revenue ratio: 
of 14.~. 

·1 

lbe witness allo explained that cbaDging the: baa1a for 
computing rates for Rorr ahipments- would· produce both higher and 
lower charges OIl individual components or atra1ght shipments than 
existing rates. Respondent's effort :In developing the rate proposals 
:tn RR-606 was to achieve approximately thes&me total revenues'1mder, 
proposedratea as it DOW receives while elimfnatingthe onerous 
chore of rat1Dg and b1ll1ng 8.plit-delivery shipments. It is. respond
ent'l view that 'the rates in lUt-606- are compenaatory and·, are requ1red~ 

in. order for it to- retain Rorr '. traffic,. 
Adams' Position 

Adams argues that the- proposed rate. are·d1scrlmi1l8tory . 
• a they are designed to meet the needs of a lingle lhipper. Adama 
alao is concerned that s1m1lar' rates will be proposed· for drug. 

~ . 
shipments "originating in the Los Angeles area and delivered, to: 
northern CalUornia po:l.nta. Adams argues that ])i salvo: has' Dot' com-

, plied with the COCID1s.1on's: requirement. for rate reduction filings 
because D1 Salvo'. coat data were not prepared,:tn' themannerspecffied 

,_.r 

:I.n ,(.'.0:, 147. 
Dia~ •• iOD 

'l'he record shows that' the transportatlon~ .erne.under'the ' 
volume tender rates pr:oposed' :In 'RR-606, will. be compensatory'if:, ' 

" , '. 
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D1 salvo retains all of Rorr r s traffic now transported by' it'. There:, 

" , :. "-
is 110 contention by Adams that D1 Salvo will not retain that traffic,. 

Adams' showing is not persuasive. It attemptsto,iaolate' 

part$ of Rorr's traffic for rate comparisons and does not show- the' 

revenue effect of the. proposal1n total. Adams does not pai:t1.cipate 

in the. Rorr traff1c:~ nor does it engage in any transportat1o~ serv

ice. which would be directly affected by R'R-606. " Adams "concern 
seems to be that. at future time. Di Salvo may seek to pu}),lish 
vo1'tCD8 tender rates on northbound traffic which' could, adVersely 
affect Adams. Adams r concerns should be addressed whenever, such a 
rate fil:i:rJg is macle by Di Salvo. not in this: proceeding.'., 

Adr.tms contends. that RR.-606 is discriminatory as it, is 
designed to serve the needs. of a single shipper. Di Salvo· indicated 

'.. .>. 

that two other drug shippers are located in MZ-ll3,whose shipments 
could meet the requirements of RR-606, and 'tbatRR.-606"r~tes would , 
be applied to such shippers if their traffic is offered to 01' Salvo~, 

GO l47 was issued after RR-606 was filed anclafter 'the, 
cost data in the support statement were prepared. The cost data did \ 
not comply with GO 147 :Ln that they did not prov:Lde cost/revenue data \ 

for representative mileages.,. HOW'ever. the cost data are sufficient, 
for this proceeding. It would be unreasonable ,to withhold ',' cons1'dera~ 
tion of JtR-606 for failure to comply with GO, 147 inthese:'c:!.r~tan.Ces. 
Findin~s of Fact '" , 

1. ,RR-606 was. filed ,in 'compliance. with the C~ss1on'srat~ 
reregulation plan in D.90663. 
. 2. l"be rates in RR.;.606 are below both. the level ' of rates 
maintained by competing carriers and the rates' ;.set forth til.. nz, • .,. 

3. Respondent· bas supplied. cost and economic dat~' 'sufficient 
to shw that the rates in RR-606 will be compensatory and w111~ meet 
the needs of COIXIDerce, in compliance with the ,requirements' of :' 

D.90663o 
" " 

-7-
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4. ~.:t. Ilf> ahow.lng. that tba rates 1n iaaue ~li ruult 
in undue d1acr1m1nation. -, .... ,..' 

S~ 'lha ratea in RR-606- will be j~tp. reasonable, and·non-
d1scrimtnatory • 

6. RR-606- bas been suspended ·1mtl1 furtber order of' the 
Commis.ion, pend:tng completion of the investigation ordered" :In'thia 

proceediJlg. 
7. In view of F1.nd1Dg 4 and because the' rates are required. 

to reta1u the traffic to respondent, the rates in Exhibit l8~oald 
be permitted to becoae effective .s soon' as possible. , 

Conclusion. of Law 
1. the auapena1cm of RR-606 should· be vacated .. 
2. The follow.lng. order shOuld. be effective on~ the date of' 

issuance. 

ORDEIt 
~---- ..... 

IT IS ORDERED· that: 
1. '!'he auapen.slon of Rate Reduction 606 18 vacated. 
2. D1 Salvo TrucldDg Co. may establish the rat.a and; rules 

aet forth in. Exhibit 1 111. th1a proceed:1ng. 
!b1a order 18 effective today. 
Dated E;CR 6·'\9al t, at San, haDcl.co, ·Cal1fomia • 

. ' .... . '... . ... ';'~r:~ ... 
. "~ ,.."" "\.~' • l 

. JOHN E;:)s'YSON' ". : ·;i~: .... ,. 
, Pteslr.1er.-t.. ." ". . . . 

RlCaAR~.D~':c:9:AvEu.E: .. '" . 
t.EONAzJ:>..'M~ c~'.)'lt'·,: .' , 
"'~O'b""'~T" , ". ."." .... "" .... n.,~"O".;<;,':.·.· " .... 
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