
;;EF 

Docision No-__ _ 

BE],OBE ~:a::: ?.A.ILROA:D COI.:WISSION 
OF THE STATE O:r C.ALIFOP.NIA. 

---000---

In the UAttor o~ the Application o~ ) 
WELLS. FARGO A1\D COMPA1~ for author- ) 
ity to increase express retes. ) 

Applioatio~ No. 1949. 

Charles W. Stockton and Pillsbttr,1,. Madison 
and Sutro, by Alfred Sutro, for Wells~ 
]largo e.nd. Compa..ny. 

~y TEE COMMISSION. 

O?INION • .... _-- ......... -
Wells, F$Z'go and Company a.sks authority to increase 

i~s ohargee on ti~st and second class express sAipmonts weigh-

ing less than 100 potme.e and moving exclusi''101y between Cfll1-

fornia pOints, as follows: 

PROPOSED INC~ASES ON ?IRST-OLASS· SHIE~NTS. 

1 to 51be., inclusive, each sh1p:wnt. • • • sri. 6 to 29· l"os., ~ ~ " • 4¥., , • • • 
SO to 49 l"os., " " " .31. , • • • 
50 to 701bs., " " " • 2ft. , • • • 
71 to 99 1'08., " " '" • 19 , • • • 

PROPOSED n~CREASES ON SECmrn-CLASS SHIPMENTS. 

75 per cont of first-class increases. 

Petitioner e.s:ts to m~ o:f'fective on California. state 

'business the s~e increases as were authorized by the Interstate 

COQmerce COmmission on July 14, 1915 on interstate bus1ne$s~ 

-1-



The proposed change in first class rates is to be effeoted b~ 

t~snaposing the Intorst~te Commerce Commission's allowance 

of 20 cents per shipment for collection and deliver~ eerviee 
with the rail terminal ellawanee of 25 cents per 100 pounds. 

~ petition here1n~ as originall~ filed, also asked 
, 

a~thorit~ to increase commodit~ rates on California state busi-
ness. At tho hearings herein. petitioner asked and waz granted 

PGrmi3sion to amend the petition 30 as to eliminate the re~e&t 

for authorit~ to inerease commodit~ rates. 

If petitioner's request is granted, petitioner. will 

receive ~ inerease of approximatel~ 2.35· per cent in its gross 

revenue from California state business. This percentage, ~ 

plied to the gross revenue from California state buzinozs of 

$3,963,625.42 in 1916 would have res'OJ.ted in en ineressed gross 

revenue in that year of $93,145.15. 

Public hearings herein were hold in San ~~nc13co on 
November 13, 1915 t April lS~ 1916 and September 24~ 1917. ~e 

mAtter was fire~ submitted on April 18, 1916. Thereafter pe-

titioner asked that the submission be set aside and that petitioner 

be permitted to present additional' tostimony. This' request was 
granted and a ~c.rther and final hesriDg wsz held on Se:ptember 24, 

1917, being the da.te requested 'b~ :petitioner. Additional data. 

were filed 'b~ petitioner on Ootober 11, 1917. The matter i8 noVT 

read~ for decision. 
Although not1oe ot the hearings herein was given b~ 

publication and "07 direct ~dvice to all the leading commereial 

organizations O.! the sta.te, no one a.ppeared to oppose the granting 

of the petitio~. 
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~e Commission has heretoforo had occasion to ~~ 

careful investigation into pet!tioner'z business. 
In Case No. 122 (Vol. 3, Opinions and. Q:odore o·f the 

Railroad Commission of Ca.liforms., p. 228), decided on Augo.st 1, 

1913, this Commission made an e7~aust1ve e~nation on its-own 

motion into petitioner's entire California business and 6stab-

lislled the express ra.tes. which are now in effect on Cal.i:f'ornis. 

sta.te business. See ~so Vol. 4, Opinions and Orders. of the 

Eailroad Commission of California, p.200, and Vo~. 6, Op~on3 

and Orders of the Railroad COmmission of California. p. l84. 

Testimony presented by petitioner herein shows that the e!feet 

of the rates thus established ~aS to reduco the gross revenue 

fro~ petitioner's California e~ress bUSiness approx1mate1~ 15 

per cent. 
In Application No. 1847 (Vol. S, Opinions and Orders 

of the Railroad Commission of California, p. 5S), decided on 

September 10, 1915, this Commission, on the testimony there1n 

presented, denied petitioner's requeet for authority to make 

effective tho rates as to Which permission is herein again asked. 

In decisions reportod. in 24 I.C.C. 38,0 s:o.d 28 I.C.C. 

13l, the Interstate Co~rco Coacission, after oxnsustiva in-

vestigations, prescribod. :l uniform schedule of rstes, elszsi-

~1e~tions, rules and regulations, effective February l, 1914 and 

applicablo to the interstate buzinees of all the principal ex-

press companies in the United States. 
In deci3ion on petition for rehearing, ronderod on 

July 14, 19l5, 35 I.e.C. 3-13, the Interstate Commerce Commis-

sion authorized tho e~res$ companies to charge on first and 

eecond clazs interstate shipmonts the increased ratee ~ich 

petitioner now asks authority to charge on Csltrorni~ state 

'businesS. 
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In Exh1b1t '0. 2, filed. by petitioner on November 13, 

1915, petitioner reports a net defioit on Csliforn1a st$te ~U31-

ness, after payment of $11 operating expenses and taxae and an 

$l~owance for depreciation annuity, of $17,861.53 for Oetober, 

1914, snd $10·,020.91 for l~ch, 1915. 
At the hearing on April 18, 1916, petitioner filed 

es ~xnibite Nos. 10 and 12 revised statements of operati:g ex-

penses an' taxes for October. 1914, snd ~eh, 1915. These re-

vi~' exhibits reduce the net deficit claimed by pet1t1onor for 

these two monthe as follows: 
October, 1914,net cle.itleCi deficit reduoed from ~7,S61.5Z 

. to ~$ S ,094.32. 

~ch, 1915, net claimed deficit reduced from f-0 ,020.91 
to net earnings of v 2,893.3$. 

In expla.ns.tion 0 f the reduced deficits for these two 

months, Mr. J. '7f. !~ewlea:c., peti tione::' $ Vieo-~ezident .and. 

COQPtro11er, testified: 
."Z.a.e "oa.ses then em~loyed were in some ca.ses 

short cuts to save the enormous deta.1l, snd., 
atter my return to Chicago, I procooded to toet, 
thom and I found that they ~ould not st~d the 
teet. ~he principal ohanges were in the accounts. 
of s.uperintondenoe and. transportation, loss nnd 
da:nsge, freip:ht and tro.in employ-os. ~here were· 
other a.cc:o'tmta in Which eb.a.nges wore mado bltt the·,. 
were minor, and those three accounts cover tho 
principal changes." 

At the hearing of April 18, 1916, pot1tioner also filed 

$S Exhibit No. 13, statement purporting to zhow a net defioit o~ 

$1,664.60 on Cal1forni& sta.te bU$1ness for July, 1915. 

At the hearing of September 24, 1917, petitioner filed 

further exhi"oite purporti~ to show on California. sta.to buziness 

a not deficit of ~6,397.01 for April, 1916 and $3S,2Z6.7~ for 

September, 1916. 
Whether petitioner hac a. deficit on its California. 

business end, if so, the extent thereot, de~onds on the bases 
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of apportio~nt usod in apportioning to Cali~ornia state bus1-

which are common to th~t bus1nese and also to othor business, 

whether C&lifor~ia interetato bU$i~e$$ Or bu~iness foreign to 

California. For instance, tbere has been considerable di1~er

en¢0 ot opinion with reference to the proper b&$i3 ot a~~ortion

ment to be ·applied in 8.scerta.in1:lg the :portion ot peti tionar' s 
general z;;ste:n expoll$e pro~erly ch~goa.ble to Ce.lifornis state 

b'llSinos$. In Case I~o. 122, supra., this Commission first a.:t:'-
portionee. thoce expenees to tho state of Ca.li'fornia on s. m11e-

age 'basis and then d.ivid.ed tho result, as betwoen Cali::'orn1a. 

stato ana. California interstate "oueinoes, on the piece be.e1s. 

This mbthod of apportionment ~S3 suggested by petitioner in 

its exhibit: ~irst ~i1ed used eo1e1~ the piece basis and in its 

later exhibits the so·-called cost bezie. os-on. of WJl1cb. bssee , -
results in charging to California state business e~nsee 

materially in excess of the chargee ~e$ulting from the basis 

suggested by petitioner ~d used by thiz Commiss1o~ in Cage 

No. 122. z.his aituet10n is illustretive ot others. 

Notwithstanding these differencos of opinion between 

petitioner and. this Commission with r$opect to the proper bases 

of segree~tion of expensee, we have reached the conclusion that, 

nsauming the oorrectness of the decisio~ made by this Comm1&s~on 

in C~se No. 122 petitioner, c~ reason of changed cond1t1one~ 

e~ould be authorized to m~ the increasod charges herein re-

ouested • ... 
~e Comoission's conclusion in the present proeoed1ng 

is based primarily on the fact that increases in potitioner r $ 

operet1~ e~enses fairly chargeable to its CBlifornia stete 

business have oonaideraol~ outrun the increase in tho gross 
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revenue received by petitioner subee~uent to this Commission's 

docision o! ~uguzt l, 1913 in C~se No. 122. 

Tho following t~ble shows petitioner's gross reve~ue 

from California state business each month from January# 1914, 

to April, 1.917, inclusi Va: 

~914 121.§. 1915 12!?. - -
J~uary $ 244 S50 33 IJ,. 241 495 OS ~~ 2:;:7 290 38 ~. 280 250 68 ~;~ 'li' 
February 242 810 60. 222 234 40. 258 026 76 208 Ol3- 7J. 
March 300 459 53· 313 979 19 323 312 41 333 000 40 
A:pril 293 841 14· 322 595 04 336 l32 71 339 002 80 
7:J3.y 337 291 70 347 256 58 391 302 97 
Ju:c.e 37l 042 35. 401 345 6l 409 25l 79 
July 340 939 72 359 612 45 370 433 15 
August 320 633 63 341 395 95 362 490 71' 
September 297 913 99 315 107 96 325· 968 87 
Octooer 293 805 43 290 409 53· 3ll 399 21 
November 274 582 48 302 734 ll· 307 933 29 
December 325 345 19 336 971 70: 340 081 17. 

$S 643 516 15 $3 805 138 06' $3 963 623 42· $1 220 267 59 

While the foregOing table shows a gradual increaso in 

gross revenue from California state business amounting to ap-
proximately $13,500.00 for each month over tho corresponding 

month of tho preceding year, the increases in operating expenses 

have been substantially gre~ter. 

The ~rincipal items of incroased operating expenses 

in co:c.neetio::. with petitioner's California. bue1nees have been 

a.s !ollows: 

1. Ws.gee. 

From JF.JZJ.ua:ry l, 1916 to August 31, 1917 petitioner Y z 

C~1~orn1a pa~-rol1 increased an av~~age o~ $8,893.41 monthl~. 

being an inereaee of 5.31 per cent. T".o.e prineips.l ine:'&&ze3 

were effoetive V~y 1,1910. Subsequent to August 31, 1917, 

there have beon additional increases to the California p~-roll 

of over $2,000.00 mo~thl~. 
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In addition to the foregoing increases. petitioner 

paid to all emp1o~e$s vf.o.o had been in ita service om ~ee:r on 
.. 

Octooer 1. 1916, a bonus of one conth'e wages during the period 

from October 1, 1916 to October 1, 19l7. Emplo~ees w~ose first 
year o~ service termiDAtod subsequent to Ootober ~, ~9~6 received 

pro-rated bonuses. ~~e bonueos paid to petitioner's California 

emp1o~eee for the year ending October 1.1917, totalled $101,536.51. 

Petitioner established, effective June 1. 1916, s bene-

fit and pension pl~, covering penSions, sick, accident and 

f'c:c.e:-e.l ellowa:lces, resuJ.ting in increased expenses in con-

nection with California e~ployees of approximately $25,000.00 

per year. 
Decree-sod ho".ll:'s of la.bor :x.nd le.ok of experience o~ 

new employeos who have taken tho pla.ce of old emplo~ees who 
have enrolled. themselves in the armed. forces o:t the nation or 

r&signe~ to accept more lucrative employment h~e caused fnrther 

increases .1n operat~g e~enses. 

2. ?$~nts to Railroads. 

~he contract formerl~ in e!fect between petitioner 

and Southern :aci!ie Compan~ expired. on July l. 1916. ThiS 

contract proVid.ed tor ~ ~ayment br ~etitioner to Soutbern Pae1~ie 

Comp~, 1n full componsation £or the latter's services, of 40 

per cent of tho gross revenue received br petitioner from its 

business moving over the lines of the Southern ?aeif1e Co~~. 
~he proration, over the lifo of ~he contract, of cortatn ~tisl 

pa~ents would result in some increase in the pa~nt of 40 
per cent. ~he new contract between petitioner and Southe~ 

P8.¢ific CO:1.pany, effecti va July l, 1916, ;provides for the pS:'J-

:ent b1 petitioner to SOuthern Pacific CO~p~y of 55 per cent 

of the gross revenue from potitioner'e bUSiness moving over 

the lines of Southern Pacific Comp~. 
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Petitioner's contract with Atchison, ~opoka and Ssnta 

Fe E3ilway Comp~, provi~1ng for $ 55 per cent ~~nt, ex-
:pirod on !l.e.y 1 # 1917. T'.o.9 new contract ~oV1d.es, in effect, that 

petitioner herein shall be recompensed in full by S~ta re for 

petitioner's costs and that if any revenue remains petitioner 

shall receive 6 per cent thereo!. ~e record herein does not 

contain evide~ce from which we may conclude whether or not the 

~ew contract will be ~ore or less' adv~tageous to petitioner than 

its ~ormer contrect. 
The ~a~onts made oy petitioner to a few small re1l-

roads in California he~incroe.sed slightly over t~e payments 

heretofore in effect. 

s. Materials and Su~~lies. 
* 

The te stimony shows that ma:t,erials snd supplies, as 
well as new equ1pme~t, are costing petitioner an average of 

30 per cent in excese of formor costs. 

On the other h$nd, the taxes paid by petitioner and 

othor express companies to the State of Californie were de-

creased by the Legislature of 1917 (Laws of 1917, p.3ZO) from 

1.6 to .9 per cent of gross revenue from Cal1forni$ bueiness. 

~ dec=ease~ payment became effective July 1, 1917. 

Pet1tioner has not ooan as fortunato sa many o~ the 

large steam railrosds, whose 1ncreesed operating exponces have 
been more thgn compensated by incroasod revenuos, resulting in 

i~creased net earnings as well as gross earnings. Ass~ng. 

as we of course do, the correctness of o~ decision o! August 1, 

1913 in Case No. 122, wherein we ostab1ished petitioner's ~resent 

California state ~ress rates, it i8 clear ~hat the increaseS ~ 

petitioner's o~eratine expenses on California state business OVer 
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and abo~e its revonuos therefrom ~e s~ch as to justif~ the 

increased ratos herein re~uested. 

~he order herein w1~1 result in brining California 

state class o~rees rates in harmony ~ith the class oxpro33 

rates esteol~shod by the Inte~5teto Commerce Commission on all 

int~rstate e~ress business. AlmO$t all the states have n~ 

taken sim11sr a.ction. 

ORD'E7a. -------
.mLLS, F .t3GO AtTJJ COM::' ANY haVing appl 1e d for author';" 

ity to increase its rates on first and second-class Californ1~ 

state shipments weighing less than one hundred (100) pounds, 

~ublic hearings having been held and the E$ilrosd Commission , 
being ~ly apprised in the premisee, 

I~ IS ID;EEBY OPJ)EBED that Wells, Fargo and COI:rp~ 
'. . .,/ 

be and the same 1s hereby author1zed to 1ncroase its charges 

on first~lsss shipments weighing less than one hundred (100) 

~ounds, between all points in California., &3 follows: 

Shil'mente, S pounds ~d under. • . • · 5 cente per shipment 

Shipments, over 5 pounds and not o~er 
29 pound:;;. . .. . . .. . .. .. • • • 4 conts per shipment 

Sh1:pments, ove::.- 29 ~ounds end not over 
49 pO'Onds. .. . .. .. .. .. .. . .. .. · 3- conte :per shipma:c:t 

Sb1pmo~ts, over 49 pounds and not o~er 
70 pounds. .. .. .. .. .. • .. .. • .. • 2 cents per 2hip~nt 

Shipments, over 70 pounds and not over 
99 pounds.. .. .. • .. .. .. .. .. .. • • 1 oent per shipment 

I~ IS YOR~:SZR OEDEEED tba.t Wells, Fargo and Cotnpt3.D3' 

be and the saoe is horeb~ authorized to i~cro~ze its chargos 

on zecond-elass 3hipments weigh1ng lose than one hundred (100) 

pounds, betweon all pOints in California to the extent o~ 

seventy-five (75) per cent of the increases herein authorized 
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for fir$t~class shipmente. 
IT IS FTJRTEER OEDEEE:D the..t the increased ro.tes 

~erein authorized shell become Gt~ective only When filed by 

~e11$ I Fsrgo a:ld Company with this CO:::lllliss1on, vf.a1ch filing, 

to be effective, shsll be made within thirty (30) dare from 

the date of this order. 

D~ted. e. t Sen Fre.ne1 so o. ¢aJ. ifornie.. tMe /1ft;A...d.s::r 
of November, 19l7. 
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