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Decision No. ‘24-\-34

BIFORE TIZ R4IILROAD COMMISSICN OF THE STATE OF CALIFORNIA

In the Matter of the Application of
RAILTAY EXDPRESS AGENCY, INCCRPORATED,
CF CALITORNIA, for o certificate of
opublic convenlence and necessity to
opercte moltor vehlcles for the transe
portmtion of express matter for Raill-
way Express ageacy, Inc., or its suc-
cessors, between Sacramento, Freeport,
Hood, Courtlend, Talnut Crove, Locke,
Vorden, Ryde, Isleton snd Rio Vista,
Celifornia, and intermediate polnis.

Application
No. 17447.

A N N e B e A

A.L. Bemmell and Zdward Stexn for Appilcant.
Sanborn, Reehl and Brookmen by L.B. Roenl,
for River Autw Steges, Protestant.

EARRIS, COMMISSICNER:
OPINICON

Railway Dxpress Agency, Incorporated, ¢ Califrnia
has made gpplication to the Relilroad Commiszsion for a certificate
of public convenience znd necessity to establish truck scervice
between Seceramento and Rio Vista for the transportation only
of property consigned to the Rallway Express igency Inc. of
Deloware. For brevity opplicant will be discussed as California
Commany end itz parent as Delaware Conpany.

4 public hearing thereon was heold at Isleton et walch
timo %testimony and oxhibitz were received and the matier submi tted
upon concurreat briefs, which briefs having been filed now places
the matter ready for declislicn.

spplicant is a Celiforniz corporation, subsidizxry %o
Rallway Exp:ess'Agency, Tne. o Delaware corporation and is wholly
omed by the letter. + was admittedly orgaaized to receive
cortiticase of pudblic convenience and necessity foxr the trensporvation
of wroperty in Celiformia because, under Section 5 of Chapter 213,

Auto Stage Act, nmo such certificale oy be gronted a foreign




'

corporation. Two certificates to operate trucks for the trans—
portation ol property hove elready been granted by thls Commission
%0 epplicant.

In the present application it is asserted that both rail
and water carriers serving beitween Sacramento and Rio Vista and
the intervening points of Freeport, Hood, Courtland, Walnut
Grove, Locke, Vorden, Ryde and Isleton provide inadequate
facllities for the expeditious transportation of propexty céﬁsigned
by shippers to the Delawere Company and that such expeditious
vrensportation can be best provided by a ftruck service operated by
applicant having as its o le duty the transport?tion ot such con-
sigaments; that for the greater zart these consignments are the
perishable or fragile products of agriculture and horfigulture
produced in season in the area between termini; that unless the
suxilicry sexvice is established prompt shipment to market
destinations, meny remote from California, cannot be insured amd
the loss to the shipvers wiil result; that in many cases a gain
of 24 hours in reaching such destinations will acerue.

The testimony of Mr. A.L. Hammell, Superintendent of
Transportation and Treffic of the Delaware Company for the eleven
for western states, Hawail, Alaska and parts of Canada and Mexliceo,

I believe, shows how far reaching the service proposed will be,

Mr. Eammell is also Superintendent of California Company,

applicant herein. He testified that 95 percent of the products

of the area to be served are destined to points beyond Sacramento,
viz. Los Angeles, Los Angeles Harbor, Portland, Seattle, Chicago,
New York, New Orleans, Kanses City and many others and the sal-
ability et these and other markets and the prosperity of the growers
and shippers iz dependent on certain train connections at
Secramento. The other five percent of volume moves to consignees in

Seeramento. The Tigures are based wholly on movements by express




50 that; 17 applicant iz permitted to establlish the service

proposed, 44 will be simply adding it¥s own physical facllities

o conduct a pickup and delivery service to and f{rom itc own
statiorn in Sacramento. That this ic common sence tactics ls chowm
v the fact that certain comnectlons with traings leaving Sacramento

at 5:452M end thereadouts, cerry refrigerator cars in which

verishables are transported to southern Califoraia and through

that gateway to Arizone, New Mexlco and Texas points and, ultimately

New Orleens (Exaidit No.2), ac well as %o points Iin %the far east
and nozthwest. The cextalinty of connections at Sacramernto is

the key to favorabhle ma“kcting of the products of this Della

ares.

Exhivits filed by cyplicent show that the lL.c.l.
shivments from the points involved in May 1931 aggregated 1,031
in pucber, 44,881 pownds in volume and that 5.4 percent were
purely local shipments. Similar shipments to the ssme points
aggregeted 1,109 in number, 66,150 pounds in volume and 4.0 percent
purely local. The remasinders were Intrastate or interstate th:ough
Sacromento. It thus cppears to me that the element of local
competition Is negligibvle and tke record disclozes that
applicant will nmot increase its locel haul owing to dlsparity
of ivs rates with other services.

Txhibit No. § filed by applicent for the twelve monihs
ending May 31, 1931, shows that May is an averasge revenue month,
the peek being in February, March end April and the low points of
subsidence the months between Seplember and Januexy inclu*rve.

Tith & groszs revenue, in end out, of 937,615.05, Tox thﬁ yeax,
(2ot including Secramentc) and with May revenue of $2,749.91, 2y
comes near the average of $3,135. per month. The revenue moves up
or down with the seasonel crop movements.

Through Mr. Hommell Exkibit No. & was introduced to

show the cost of operation of the service as proposed. The,
ecuipment will ve owned by Deleware Company and leased 1o California

Cozpany &t the rate of (45.25 per month. Operating costs are
B




estimated at $397.81 per month, including rental. The Tevenues
ere ectimated at $457.58 2 month (ind uding $50.00 a month peid
by Delaware Compeny to California Compeny for delivery sxd pickup
service at Rio Vista), thus chowing an estimated profit of $60.07.
Tnis estimete was questioned by protestant bui Mr. Haommell
testified thet if the operation lost $60. a month or more the
sepvice would still be msinteined as the volume of long distance
retes would justify absorbing such a loss; desides the abandonment
of meii oxd water focilities saves $91.55 per month. It does not
seem to me that this feature of profit or loss is important, as

1% might well be if the service proposed were one lnvolviag finan-
ciel prudence. Deluware Compony is & common carrior in every
state in the union and uses the most efficient racilities.of reil,
rater, automobile and aireraft. Tae testimony of Mr. FoRe Maulsby,
Superintendent of motor vehicles foT otk express companies,
testified that Delaware Company is mow using 9000 units of automo=~
tive equimment,many of them in similar service in other states,
and “het the costs of operation are well established. The use

of STUCKS 15 an auxiliery methed of sustelzing expedition in
benal ¢ of shippers, especlally where raill service hcs been aban-
doned or is inadequate.

Neleware Company now fransports express OVer v mixed
train service of Southern Pacific Company between Sacramento exd
ITsleton. That this service is inadegquate is shown by the testimony
ot P.W. Bernerd, employed in the office of the vice-president
of the rail cerrier. EHe sdmitted that the time schedules are not
kept in the operation of thic branch and that there is no justifica=~
tion for more then a clow Lreight service, which could not at 1ts
best, meet the express compeny needs for expedition. Calirornia‘

Transportation Comreny also carries express by steamers along




the Sacramento River %0 nearly alli of the points served dut 1t
did not appear nor protest the application. It nmust apvear,
therefore, that there ls in the record confession of inadequacy
in the existing rall and water services.

The application wos protested by Beverly Gibson (River
Luto Stages), operating authorized pacsenger and freight service
between Sacramento and Rio Victa. He operates six passenger
stage schedules each way dally to Rio Vista, one additional to
- welaut Grove and ome freight schedule each way daily, except
Sunday. On passenger stages he is limited to 100 pounds per ship-
ment, but on trucks no limit has been Imposed. One of his schedules
between Sacramento and Rio Vista is practically the same as the
single schedule offered by applicant (Revised Exhib it rA®) which
leaves Sacrgmento at 7:304M and reaches Rio Tista at 9:50AM
returning at 2:30°M and reaching Sacramento at S:lOEM; Delaware
Compeny hes never used this sexvice. Protestapt in ) letter to
applicant (Exhibit No.9) under date of June 17, 1931, calléd
attention to its specific operation and coffered to "work out a
proper coordination of our facilities™. The offer was rejected by
California Company (Exhibit No.lQ) on the ground that "we feel
the only way this can bhe accoxplished satisfactorily to all
interests concerned is through our own operation of this auxiliary
or feeder service™.

Thus Celifornia Company elects to establish and maigtain
(even at a loss) this service, exclusively for its omn cargoes, in

preference to rail, water or automotive. Delaware Company is a

coxmon carrier not only between Rio Vista and Sacramento but to
every rail point ix the United States. Exhibit No. & shows Lully
+he interstate shinments sent and received over its service bY
persons in the Delte area, and displays shipments from oT to

practically every state in the Tnion. Intrastate shipmenis are

shown to almost every couwnty Iin Califo;nia. The exanibld

represents only the month Of Y, 1931, which we have already
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shom 1s slightly less than the aversge. The business is that of

the Deleware Company ané the Company, through ivs subsidliary,
proposes to asscure expedition under its own control by complying
" with the law of Californic, while in some other states it 13 free
to do so without suthorlzation.

Added % this showlng is the testimony of fourteen
shipper witnesses produced at the hearing. They were unanimous
in their support of applicant, though reasons varied. Some wanted
to avoid hauling thelr shipments to Elk Grove, Galt or Sacramento
o meke train comnections; others wanted certainty of delivery
expeditioucsly to markets where thelr crops are s0ld; others
wanted the service for transmission of valuables and money, waich
no carrier now transports, and store-door delivery of merchandise,
whieh now costs them local drayage. All who had used service of
protestant Gidson saild 1t wac satisfactory but as express shippers
they required through exuvress receipts, which they could not get by
protestant's service.

Protestant urges in his brief that thls Commission is
without authority to grant the.certiricate sought by applicant
California Compeny because it is a wholly owned subsidiary of
Delawere Compeny, alleging that although applicant is a California
corporation it 1s 2 mere subterfuge ror the purpose of evading
Section 5 of Chapter 213, Stats. of 1917, as suended, whick forblds
granting any certificste to a forelgn corporation. The same
point was urged in Application No. 13775 of Southern Pacific lotor
Transport Company, a Califoxnis subsidicry coryoration wholly
owned By Southern Paclfic Compeny, & Xentucky corporation. OQur
decision suctaining %he right of this subsidlery to recelve &
cemtificate in that case, we believe, holds ;n the present instance
end the point urged is dented. (CRC Tol. 32, p.331)

Protestant also urges that in Necision No. 22853 on
ipplication No. 13807 emd others, Southers Pacific Moter Tmnsport
Company wWas deaied a certificate e carIy express between
Seeremento and Gerber uader similarity min practically all °f'its
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(C2C Vol. 35, p. 172) The record and decision in

mxtter does mov, I belleve, present analogous facts and
1

.is of little influence in the instart matter in justifying denial
5 Tequest. In the matter cited the rroposed with-
el of two traln schedules, preciplitated seversl applications
for passengex service, tarrying express, dut all applications
were denled except the one permitting discontinuasrce of the
train schedules.

In the instent metier applicant cannot be an effective
competitor of protestant fer locsl traffic; first because its
offer is limited to the transporiation of shipments tendered %o
Rollweay Zxpress ifgeacy, Inc. of Deleware, & common carrier, and
no other property; second, the difference in rates almost precludes
use of zpplicant for local purposes, as the following table shows:

COMPARISCON OF RATES ZETNEIN RIO VISTA AVD SACRANIENTO

(In cents per 100 pounds)
2
75
20
*(1) Merchondise N.0.S8.; (2) Articles food, &rink N.C.Se;
(3} Sutter, cheese, eggs, etc.

After carerully reviewlng vhe entire recoxrd I am of the
opinjon thet public convenience and necessity reculre the service
propoced by applicant herein, and de so find as = fact.

Roilway Express Agency, Incorporated, of Callforniz, is
neredy placed upon notice that "operative rights™ do not constituve
a class of property w lch should be capitalized or used as an
element of velue in determining reasonadle rates. Aside from their
purely permissive sspect, they extend to the holder e full or pertisl
monopoly of o class of business over & particuler route. This monopoly
festure may be changed or desiroyed at any time by the state which is

not in eny respect limited to the number of rights which may be given.
Upon the foregoing finding I recommend the following form

» -t ave
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0O R D E R

Railwey Zxpress Agency, Incorporated, of Californiz, &

0QPDOTAL0N, naving made applicatien 6 the Reilvead Cemidelet

20> o cortificate of public convenleonce ané necessity to operate
motor vehicles Tor tho transportation of oxXpross nattor ror

Railwey Express Ageney, Ine. or its successors, hetween
Sacremento, Freeport, Zood, Courtlend, Welnut Grove, Locke,

Torden, Ryde, Isleton and Rio Vista, and intermediateypoints, a

public heariag aaving been held, the matter having been duly

submitted end now beling ready for decislon,

THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA HEREBY
DECLARES that pudblic convenience and necessity requires the
osteblisament and operation dy Rallway Express Ageney, ITncorporated,
of Colifornis of motor vehicles for the transportation of express
netter consigned to it by Railway Express Agency, Inc., of Delaware,
or its successors, 2nd for no other property, botween Sacramento
and Rio Vista, and all intermediate points, including Freeport,
Zood, Courtlend, Welnut Grove, Locke, Yorden, Ryde, Isleton and
Rio Vists, and

IT IS HESREBRY ORDERED that & certificate of public conven-—
1ence snd necossity therefor be, and the same herebdy is, gran tod
to epplicant subject to the following conditions:

1- That applicant shell confine its operations to the

transportation of express of Railway Express Agency, Inc.

of Delaware.

2= Applicent shall file in duplicate and meke effective

witaln a period of not to exceed thixty (30) days from

the date hereof a tariff or taxiffs comsiructed in

accordance with the requircments of the Commlission's

General Orders and contalning rates and rules whilch,

in volume and offect, shall be identical with the rates

and rules shown in the cxhibit attached to the 2application
insofer 28 they conform to the certificate berein granted.

-
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3. Apdlicant shall file ivs written acceptance
o the certificete hercin granted within a period
of not to exceed fifteen (15) days from date hereof.

4. Applicant shall file, in duplicate, and make
effecsive within a period of not to exceed thirty
(30) days fram the date hereof time schedules
covering the service herein authaorized, in a form
satisfactory to the Railroad Commission.

5., The rights and privilegec herein suthorized

may not be discontinued, sold, leased, transferred

ror assigned ualess the written consent of the Rallroad
Comuission to such discontinuance, sale, lease, transfer
or assignment has first been secured.

6. No wehicle may be overated by applii@nt hereln
unless such vehicle is owned by sald applicant or
ig leased by it under a contract or zgreement on &
basis satisfactory to the Railroad Commission.
Tor ell other »urposes the effective date of this order

shall be twenty (20) days from the date hereof.

Daved 2t San Framclisco, California, this<2§22rday of

(Catpder 1971,

P &

COMILSSIONES,




