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Iz the Mattor of the Application of )
WELLS., FARGO AND COMPANY for sutaor- ) Awplicatioz No. 1949.
1ty t0 increase express retes. )

O@yg'oN uoisioag}

Charles V. Stockton and Pillsbury, Madison
and Sutro, by Alfred Sutro, for Wells.
Fargo and Company.

BY THE COMMISSION.
O2INION.

Vells, Fargo and Company asks suthority to incresse
ive cherges on Lirst and socond class express shipmonts weigh-
ing lees then 100 mounls and moving exclusively between Cali-

fornisa points, as Lollows:

PROZOSED INCHREASES ON PIRST-CLASS SHIPMENTS.

5 1bvs., inclucive, each chipmont.
29 lvs., i , " hd .
49 1lbs., » .
70 le-, jd » g -
99 lobs., i » " .

PRODOSED INCREASES ON SECOND-CLASS SHIPMENTS.

75 ver cont of Lirst~cless incresses.

Potitioner askxs Vo nmakxe offective on Californis state
buciness the seme incressec as were autnorized by the Interstete

Commerce Commission on July 14, 1915 on interstate bHusiness.




The proposed change in Lirst class rates 13 to be effected by
transposing tho Interstate Commerce Commission's allowance
of 20 cents per shipment for collection and delivery cervice
with the rail terminal allowance of 25 cents per 100 pouwnds.

The vetition herein, as originally filed, also asked
anthority t0 increase commodity rates on Califorrnia state buai-
neszs. At tho hearings herein, petitioner asked and was granted
pormission to amend the petition 80 &z vo eliminste the reques?t
for suthority t0 increase commodlitly rates. |

IZ pvotitioner’s reéuost is granted, potitioner will
receive an inecrease of approximately 2.35 per cent in 1its gross
roevenue from Celifornia state buciness. This percentage, ap~
plied to the gross revenue from California state dbusinoess of
£3,963,623.42 in 1916 would have resulted in en incressed gross
revenue in that yesr of $93,145.15.

Public hearings herein were hold in Sax Francisco on
November 13, 1915, April 18, 1916 and September 24, 1917. The
metter was firet submitted oxn April 18, 19l6. Thereaftgr po-
titioner asked *that the submission be set aside and that petitiomer
be permitted to present additionsl testimony. This request was
granted and o further end final hearing was held on September 24,
1917, veing the date reguested by petitioner. Additiopal dats

wore f£iled by votitioner on October 11, 1917. The matter 18 now

realdy for decision.

Although notice of the hearings heroin was given by
publication and by direct advice to all the leading commercial
orgenizations of the state, no ome appearod to oppose the granting
of the petition.




mhis Commission has heretofore had occasion to make
careful investigetion into petitionmer's business.

In Case No. 122 (Vol. 3, Opinions and Ordors of the
Reilroad Commission of Californis, Y. 228), decided on Auguet 1,
1913, this Commissior made an exbheustive examination on its.own
motion into petitioner’s entire Cslifornfs businbés and estab-

Lshed the express rates which are now in effect on California .

gtate bueiness. See glso Vol. 4, Opinione and Crders of the
Railrosd Commission of Californis, $.200, and Vol. 6, Opinions
ané Orders of the Railroad Commission of Célifbrnia, Pe 184
Nestimony presented by petitioner herein shows that the offect
of tho rates thus established was t0 reduco the gross revenue
from petitioner’e Californis express business approximgtely 15

por cont.

To Applicstion No. 1847 (Vol. 8, Opinions snd Orders

of the Zailrosd Commission of California, P. 58), decided on
September 10, 1915, this Commizsion, oxn the testimony therein
presented, denied petitioner's request for authority to meke
efPoctive tho rates as to which permission is herein again asked.

In docisions reported in 24 I.C.C. 350 axd 28 1.C.C.
131, the Interstate Commerco Commission, afier oxhaustive in~
vestigavions, prescribed o waniforn schoduloe of rates, clacsi-

24 cntions, rules and regulations, effoctive Tobruery 1, 1914 and
applicadble to the interstate nuciness of all the principal ex-
ress companies in the United Staves.

Irn decilsion on petition for reheéring, rondored oz
71y 14, 1915, 35 I.C.C. 3-13, the Interstate Commerce Commig-
sion authorized tho exprT0s3 companles to charge on firét and
second cless intoratate shipmonts the inereased rates weich

petitioner now asks autaority to charge on Californis state

hreiness.




Tn Zxhidit No. 2, f£L1led by petitioner on Novenber 13,
1915, petitioner reports o xwet deflcit on Celifornis state busi-
ness, after payment of all operating oxpenses and taxos and an
allowence Pfor depreciation ammuity, of 317,86L.53 for October,
1914, snd $10,020.91 for lawrch, 1915.

At tke heoaring on April 18, 1916, petitioner ZLiled
28 2xhibite TVos. 10 and 12 revised stalements of operatirg ox-
penses and taxes for October, 1914, end ilerch, 1915. These ro-
vized exhibite roduce tho net deficit c¢claimed by petitioner Zfor
these two monthe as Lollows:

Octover, 1914,net cloined deficit reduced from $17,861.53
. to & 8,094.32.

Merch, 1915, net claimed deficit roduced from ﬁl0,0ZO.Ql
to net earnings of $ 2,893.38.

In explanstion of the reduced deficits for these iwo
months, ir. J. 7. Newlean, potitioner’s Vice-Prosident and

Comptroller, tectified:

rhe bases then omployod wWere in come cases
short cuts to save the onormous detall, and,
after my return to Chicago, I procoeded 1o tost.
thom and I found that *hey would not stand the
tect. Tho principel ckanges were in the accounts.
of superintondenco and transportation, loss and
danage, freiskt ond train employes. There were.
othor sccouwnts in which changes wore medo dpt they
were minor, and those three accounts cover the
principel changes.”

At %the hearing of April 18, 1916, petitioner also filed
28 Bxhibit No. 13, statement purporting 1o chow a net deflieit of
£1,664.60 on California state duciness for July, 1915.

At the hesring of Septembor 24, 1917, petitioner ZLiled

further exhivite purporting to show onm California state dusiness

a not doficit of £6,397.01 for April, 1916 and $35,236.71 for

September, 1916.
Thether potitionmer hat & deficit on its California

busirness and, if zo, the extent thereof, depends on the bases




oL spportionment uscd in apportioning to Californis stete busi-
ness the expenzes 0f opoeration, maintenance and depreciatiox
which are common %0 that business and salso to othor duciness,
whether California interstate dusiness or busineszs Loreign to
Californis. IFor instance, there has beon considerable differ-
onco 0f opinion with reference o the propor basis of apporition~
ment +o be applied in ascertaining the portion of petitioner's
goneral 2ystem oxpense Proporly chargeable to Californis state
vusiness. In Qase No. 122, 2uprs, this Commission first ap~-
portioned those oxpenses to the state of Californie oz & mile-
ago basis and *thon divided the result, as beiwoen California
stato anéd Californis intorstate dbuesiness, on the plece dbasis.
This method of apportionment was suggested by petitiozer in
trat case. In the present proceoding, aowever, DPetitioner ir
te exaidits first filed usod solely the Dplece vasis and In its
1ater exhibits the so~celled cost vasis, each of waich bgses
results in charging to Celifornis state hucinoss expenses
materially in excecs 0f the charges resulting from the basis
suggested by petitioner and used by thiz Commission in Case
No. 122. MMis situstion is illustretive ol others.
NYotwithstanding these differemces of opinion hetween
vetitioner snd this Commission with resvoct to the proper_bases
of segregation of expenses, we have reached 4he conclusion thet,
sseuning the correctnese of the decision made by this cOmmissién
4n Csse No. 122 petitiozmer, by rosson of changed conditions,
should be euthorized +o make the increasod charges herein re=

cuested.

e

The Commission’s comclusior in the present vroceeding

13 besed primerily ou the fact that inercazes in potitioner’s
opersting expenses fairly chargeabdle to its Califorxie stete

wasiness nave consileratbly outrun the increase in tho gross




rovenus received by petvitioner subseguent t0 this Commission’s
docigion o August 1, 1913 in Cose No. l22.
Tho following table shows petitioxer's gross revexnue

from Califorais state business esch month Lrom Januery, 1914,

%0 April, 1917, inclusive:

1914 1915 1216 1917

Janumery 4 244 850 33 & 241 495 08 § 227 290 38 & 280 250 68
February 242 810 66 222 234 46 258 026 76 268 013 71
Yerch 300 459 53 315 979 19 323 312 41 333 000 40
April 293 841 14 322 595 04 336 132 71 339 002 80
Kay 337 291 70 B47 256 68 391 302 97
Taze BT1 04Z 35, 401 345 61 409 251 79
July 340 939 72 369 612 45 370 433 15
August 320 633 63 341 395 95 362 490 71
September 297 913 99 Z15 107 96 325 968 87
Octobver 293 805 43 290 409 83 211 399 21
Novembex 274 582 48 302 734 11 307 933 29
December 225 345 19 336 971 70 340 081 17.

$3 643 516 15 $3 805 138 06 $3 963 623 42 §1L 220 267 59

While the foregoing table shows o gradusal incresse in
gross rovenve from Californis state dusiness amomnting to ap=-
proximetely $13,500.00 for esch month over the corresponding
month of the yreceding year, the increases in operating exponses
nave beexr suvstantially greatoer.

The vyrincipal items of incroased operating expenses
iz coxmection with potitioner’s Californis business have been

a3 Lollows:

1. TVapes.
From Januwary 1, 1916 to August 31, 1917 petitioner's

Califorria pay-roll increezed an average of $8,893.41 monzhly.
boing an inereasge of 5.21 por cent. The principsal incroased
were offoctive May 1, 1916. CSubseguent to Auwgust 3L, 1917,
there bave beon additional incresses to the California pay=roll
of over %2,000.00 moxthly.




Ty addition to the foregoing increases, petiitioner
peié to all employees wiro ked beon in its service On{yea: on
Octover 1, 1916, & boﬁus of oné ponth's wages during the period
#rom Oetober 1, 1916 to Octover 1, 19L7. ZEuployees waose Lirst
year of Service terminatod subseguent to October 1, 1916 roceived
pro-rated bonuses. Tae bonuses paid to petitioner's Californls

employecs for the year ending October 1, 1917, totalled $1.01,5%6451.

Potitioner established, effective Jure 1, 1916, & bene-

25t and pemsion plan, covering pensions, sick, accident and
funeral allowances, resulting in increased oxponses in con=
rection with Californis employees of spproximstely $25,000.00
POT FOor.

Decreased hours of labor ond lack of experionce of
row employess who have teken the place of old employees who
have enrolled themcelves in the armed forces of the nation or
resigned to accept more lucrative employuent heve caused further

incresases ‘in operatirg expenses.

2. 2Rayments to Railwosde.

The contract Lormerly in effoct betweoen petitioner
axnd Southern Pacific Company expired on July L, 1916. This
contract provided f£or o payment dy petitioner t0 Southern Pecific
Company, in full compensation for the latter's services, of 40
per cent of the gross revenue recelved by petitioner from ite
business moving over the lines of the Southeran Pacific Comparye.
The proration, over the life of the contract, of certain initisl
payments would result im some incresse in the payment of 40
por cent. The new contract between petitionor end Southern -
Pecific Company, offective July 1, 1916, provides for the pay-
ment by petitioner to Southera Pacific Company of 355 per cent
of the gross revorne from potitioner's business moving over

the lines of Souwthern Pacific Compeny.

-7-




Dotitioner’s contract with Atchison, Topoke and Santa
e Rodlway Company, providing for o 55 per cent vayment, ox-
»ired on ey 1, 1917. Tre new contract vrovides, in effect, that
potitioner herein shell bde rocomponsed in £full by Sante Fe for
petitioner's costs and that if any revenue remains petitioner
shall receive 6 per cent thereol. The record herein does not
contein evidence Prom whick we mey conclude whether 0T not the
new contract will be more or less sdvantageous o potitioner then
its Zormer contract.

The paymonts made by petitionmer to & few small rell-
»oads in Californie how incroased slightly over the payments

heretofore in effect.

3. Meterials and Suvvlies.

The testimony shows that materisls and supplies, as
well as new egulyment, are costing petitioner on average ol

30 por cent in excess of Lormor costs.

Ov “he o%ther hand, the taxes psid dy potitioner and
other express companles %o the State of Californie were le=
cressed by the Legislature of 1917 (Lews of 1917, P.336) Lrom
1.6 t0 .9 per cent of gross revenue from Californiea Puciness.
This decrossed paywent Yocame effective July 1, 1917.

DPetitioner has not boen as fortunate as many of the

laerge stosam railrosds, wnose Lncreesed operating oxpexnsces have

heon more thsxn compensated by ineroasod revenuos, resulting in

iperossed net carnings et well as gross earnings. Assuning,

as we of course do, the correctmess of owr decision of Avguwst 1,
1913 in Case No. 122, wherein we ostablished vetitioner's ypresent
Californie state d&xpress rates, 1t le clesr “het the ircreases in

petitioner's operating exponses o California state business OVer




and ghove its revenuos therefrom are such a8 to Justify the
increased ratos hereir reguested.

The order herein will result in brining Californis
state cless expross rates in harmony with thoe ¢lass expross
rates esteblishod by tho Interstate Commerce Commission on all
intorstate express ducsiress. Almoat all the 3tatec nave now

taken similsr action.

ORDER-

WELLS, FLRGO AND COMPANY haeving spplied for amxhoré
ity to increase its'rates on first and second~class Celifornisa
state shivments weighing less than onme hundred (100) pounds,
public hosrings heving been held snd tre Reilroad Commission
being 2ully spprised in the premises,

IT IS HERZBY ORDERED that Wells, Fargo and Company
P

be and the same ic heredy authorized to increase 1ts'cha£5es
on first=clasc chipments weighing less tkzen one hwadred (100)

rounds, between sll poizts in Californis, a3 follows:

Shipmenta, 5 pounds asnd under. . . . . 5 cenis por chipment

Shipments, over 5 pounds and not over
20 POMRESe » + o o o o = o o o o % conts per nipment

Shiyments, over 29 pounds and not over
49 POURAS. - « o o o ¢ o o » o o & conts per shipment

Szipuments, over 49 pounds and net over
70 POURAESe + « o o » o+ o o o » o 2 conts por chipment

Skipments, over 70 pomnds and not over
99 POUNASe + o o + o o = o o » o L cont Dpor shipment

IT IS FURTHER ORDERED thaet Vells, ?argo and Company
be end the sene ie hereby suthorized %o increoace its charges
on zecond-class shipments welghing lese than one hundred (100}
‘pounds, between all points in Californis to the extent of

gseventy=2ive (75) per coent of the incresses heorein authorized




2or first¥-class shipmente.

I7 IS PUSTHEK ORDERED thet the increased rates
marein suthorized shall become offective only when Ziled by
Wélls. Pargo andé Company with this Commission, walch filing,
to be offective, chell be msde within thirty (230) days Zfrom

the date 0f this order.

Dated at San Francisco, California, this/ﬁzéiday

Way Joton

of Xovember, 1917.




