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In the Mattor of the A.pﬁica.tion of
YOTCR SERVICE EXZRESS, & Corpyoration, APPIICATION NC. 14002
for permission_ t¢ increaze its rites. S . '

H. J. Bischoff, foxr Applicant.

Rex §. Sawyer, for Assoclated
. Jobbers, Protestants.

BY TEHZ CQMISSICX:

CPINION

Applicant hereir seeks an order authorizing an iﬁ-
creaze of rates applicadle to the dusiness moﬁng between
Ios Angeles and its Orange County division and Lts Coachella
Talley division, which rates are now established by Tarif?
No. 1 effective llay 24, 1926. Applicant also asXks éu.thoriv
to establish Monroe'ts olassifioation in liev. of the pregent
rates epplicedle to its Orange County division. Its obther
divigions are its Riverside and Besch divisions, whose retes
are not involved in this procéed.in.g;.

Public hearings herein were coxductel by Examinex
Williams at Ios angelec. |
- According t0.the testimony of applicant, verified by
exhidits £iled, ‘the businessec mow comtuctoed by applicant
over its Orange County division and Coachells V'alléy, aivision
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have sustained losses. Tre Oraxge Cownty division serves
only Fullerton, Ansheim and Ie Habra, The Coachells Velley
¢ivision serves ell points east and south of Riverside, to ..
and including Mecce, along the State Highway.

In adldition to the operating losses of these divisions,
a,pplice.ﬁ'c iz confronteld with an additional durden in the pay-
ment of 5% tex on its gi-oss income to the State of California,
due to the passage of 2 constitutional amendment imposing
such tax.

The dbusiness of Notor Service Express (formerly Sexvice
¥otor Express) hes been conducted a5 & pertnership by Fletcher
& Tremble for miny years, but was transferred to the corpora-
| tionm in February, 1926, dy authority of this Commission. At
that time, the corporation assumel the equipment cnd business
axil continvned the rates im Toxce. Exnerience of practically
twenty momthe' operation resuwlted in the pregent application,
because applié&n't uwrgee that the duliness cannot be c‘ond.uc'te&:
with any charce of profit wrless the rates are altereld. Appli-
cant preserted mayy exhidits ot the hearing, and its books anl
exhidvits were exhaustively examired by ir. D. W. Davis, an
cccountant for the Railroed Commission. — Waile there are
minor matters of difference between the figﬁ.res presented by
Wr. Davis and applicany, the sei~up &3 & whole is not contra-
:Iiotéry ir a subztantixl way.

Accorling to the figures subnitted by iMr. Davis, which
applicant stipulated mizbt be regarded s aceurete, the gross
revemue of ooplicant £or ite business ix 1926 (ixcluling
Riverside and Szn Dermerdine and other points not im either of

tne @ivieioms affected) wes §175,977.32, while the total operat-

ing expenses smounted £o $181,765.52 with the additional de-




ducﬁion for interest paild amounting to $1275.90, leaving a
net loss on the business for the yeexr of $7,064.03. For
the Lirst rizne moxnths of 1927, & similar éompariaon shovs}s 8
gross reveﬁue of 3149,614.58 and a total operating expense
of £162,91%3.72, with additional interest deduction of
$1507.06 and showing o met loss of §14,806.20. The loss is
calculated in this exhidbit after depreciation ank taxes are
set wpe .
For the samwe periods, the Coacholla vnlmay"aivzszon shows
& reverue of $45,042.59. The ircrease in rates proposed Lor
the service 13 approximately .1358 of the whole, ozl 4if applied -
on the business of 1926, would provide 36,296.95 additional
revenue. For the mine monmths of 1927, the reverue was
$39,426.19, and the increase, if applied on the basis of
.1398, would be §5,502.78.

On the Orange Comniy &ivision thke revenue Lor 1926
was $4,518.14. The proposed inoreace horizontally is approx-
ima.tély 42 0f this amount and woulé. bring additional reveme,
if applied to 1926 business, of $1897.62. TFor the rine months
of 1927, the reveme was $4,592.80, snd at the same rate of
increase. .42, woull have brought $1928.98 additionel reveme.

Applying the increase over the 1926 business would have
drougat toe total revenue of the entire operation to $184,171.89,
and the total expenses $183,041l.42, leaving a net profit of
$1130.47. Following the same method, for the mime months of
1927, the total revemue would have been $157,046.14 as agzinst
toval expenses of $164,420.78, showing a net loss for the

neriod of §7,874e64s




It is obvious Lrom the above figures that the rotes
chargea‘upon the two dtviﬁions are completely out of line
with the structure for the remainder of the system, and im-
poses upon the whole operation gexneral losses. The figures
presented by applicant show that previous to the dcquisition
of the business by the corporation, losses were sustoined Lor
geveral years, and that a great deal of difficuliy was expe-~
rienced Iin conlucting the operatlion at all bf reason of ih-
ability to neet Payrolls znd madntenanse. It will de zcem
that the application of the prqposéd rates will not, on the
basis of present business, Hut the applicant in a poaitibn
to maeXe a profit upen its entire duciness; that there would
still be o loss of approximately $850 per month. Eence the
provision for additional rates préviding aaditionai revenue
is 1ot cajoulated by applicont to bring the operation %o
ever a talance bYetweer cost and revenue, dut will, if con-
tizued, show further losszes. Applicexnt urges, however, its
readiness %o assume the ﬁew rafes, snd, by exerciszing eoén-
omies and vYetier methods and acguiring o larger volume of
toxrnage and operating better and ditferent ecuipment capeble
of speeding up the service, to earn Yhe profit that 1%t expects
eventually. One of the economies &lluded to is thé reduction
of overhead of applicant corporetion approximately 50% by
reason 0f the fact that Lts business Ls housed with tﬁe'busiﬁess
of the Coast ruck Line, owned by the same interests, and thet
1t will be sharged with mot to exceed 50% of the expenses it
hes heretoforo been required to dLy for terminel facilitles,
roivtenance of eguipment and the like.

'mhe rnew rates 7nroyosed hy applictnt are zet out in

Tatbits MAT and "ET attached to the application. Dehidit BT
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wus cmended to oliminave only rates Lfor loads in excess of
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20,000 pounds. The rates for tke Qrange County division,‘
wndor the Monroe Olasziffoation, appear to be not fn excess
of truck rates for similar service or for competing service.
The rates for the Coachella Valley division lxkewiso appeﬁr
reazmadle og compared with rail and othor cexparable »otes
for similar distances and movexeats. Comperison ¢of %these
rates in this proceeding is rot necessaxry, as the rates souzht
are not expysocted to produce a returz upon the investuent gt
this time, and no competitsr iz protesting.

Applicantts Yook accounts siaow anm investment of approxe
imately $142,000 in wtility property, of which $93,656.75 is
in motor equipment, $40,506.46 in land end buildings, $6779.67
in forniture and fixtures, and $1261.69 in migcellaneons
eguipment.  Applicent estimated the value of its moter eguip~
ment at $99,203.9é, but it appears Lrom the testimony that |
some of the equipment carried in this account is obgolete and
wnfit to rehabdilitate, and for that class of property $55&?.l7

hes been eliminated. No compensatory return on Inreééed

capitel is sought in this proceed irg.

The appiication was proteateld by the Associzted Jobbers
of Ios Augeles, zn associction of shippers, thvowsh Lts
secretery snd rate expert, Mr. Rex S. Sawyer. Thic protestant,
Lowever, was not ogainst the proposed: inoresse in rates, bub
againgt the formor practice of aprlicant of delaying shipnents
and failure 0 remlit for C.0.D. collections. The protect was
withirawn after epplicazt gave sssuramce that the service and
rexitvances woulld be prompt ond the dusiness conducted om

muceh better dasiz.
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Ta view of the fact that the 28ditionecl revenue sought
is not é.pplz.ed. for with the hope of peying 3 ieturn upon t};e.
investment, dut is intended rather to equalize the rates and
reilieve anplicant of the burder of undue losses on its oyeré,-
tion oz two 4ivisions, we belleve the application for inmcreased

rates should be grented.

This epplication of Moter Service Exuress, Incorporated,

heving been duly heard and swomitted. full Investigation of
the matters apf things involved having been mzde, and basing
its order on the Iindings and conclusions conteined iz the
preceding opiniom:

IT IS ESREBY ORDERED, that spplicznt, iiotor Service
Ixpress, Inc., & corporstion, be, ovd 14 is hereby, suthorized
within s:“.a'cty (éO) days fron date hereof, to £ile tae fz-eigp.t
retes, rules, regulations and classifications as set r;oi-th
irn Exhibite ™A™ axnd "3BT attached to the ayplication, 2g
emeaded; provifed, however, thet only the last two items of
Ttem No. 1 of Section 13, page £ of C.R.C. Noa 1, effective
Yoy 24, 1926, be eliminated, the memairder of salld section
of commodity rates to remain in force.

IT IS HZEREBY FURTEER, QRDERED thet the te.r;:tts lssued
in complisxce with this order shell have the Commissionts

-

avproval before becoming effective.




For oll other purposes, the effective date of this

order shall be twenty (20) days from the date hereof.
Doted At Sen Framieco, Celifornis, this /3.7%

dey of bt , 1928.
7 .

Conmicsioners




