Decision Fo. ?22 /

S5F0R3 THE RATIRCAD CCLIISSION OF TEE SUATE OF CALIFORNIA.

In the liatter of the 2pplicetion of )

imericen Reilway Express Coxpany £or )  APPLICARICK NC. 5912.
authority to increase express rates. )

Alfred Sutro snd Senborn & Roenl,
for American Rellway Express Company,

Setk laxn, for Sen Francisce Chember of Commerce,

Gavin MelNeb and Nat Schaxulowitz, foxr San Francisco
Wrolesale Delxry Produce Zxchange and Central
California Creameories,

G. M. Z111, Zox Fresxuo Traffic Lssocistion,

George J. Zredley, for lerchants & lifgs. Traffic
issoclation ¢of Sacramento

urs. Lester W. Bextlett, for Berkeley Zousewives league.

Irg. 3lskop A. Eughs. Zor Mlk Committee of
Sar Franclsco Eousewives Leegus.,

S$. E. Green, for Californie Deliry Coumctl.

3Y TEE COLLIXSSION:

This 1s axn application by the Lmerican Rellway Express
Company req_uesting this Commisslion to suthorize 1t to increase Lts

rates applying or Califormis Stote business corresponding to Lncreass

allowed by the Interstate Commerce Cormission in 1ts order of

Avgust 1L, 1920, on Docket Fo. 11326.
The eapplicant, imerican Rellway Express Company, operated
wader govermment control October 18, 1918 to Mareh 1. 1920. The

Rellroad Administration did not guarsntee this carriexr any net earnirg

but only gueranteed it against operating loss.
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Duxing +tkre pericd of federal coxtrol, snd Lor some time
prior thareto, tho express companles operated at a deficit. During
the year 1919 the operating loss o2 the express company sxounted to
$21,819,488.28, and during the £irst six months of 1920 this
carrier’s operating deficit was approximately $3,000,000. per month.
it midnight. fagust 31, 1920, the guarantes period of the Federal
Government to the.Express Company explred and the Express Company
is now operating entirely oz its own responsibility.

Tre recér& and the exnibits filed in the cacses before
the Interstate Commerce Commlisslon axnd this Commiseion sbundantly
establishes the applicant's need of additional revenue to enable
it to meet the ever increasing cost of operation. and it is clearly
evident that If this company is t¢o malntain an efficlent express
service it must secure additionsl revenune ample for its needs.

The express company’s gpplication to the Interstate
Commerce Commission reguested an Iincrease In rates émounting-to
gpproximately 25.16%, and also arother spplication for asuthority
t0 make certain chsnges In the (0flicial Express Classification.

In acting upon the rate Increase applicatlion, the Interstate
Comerce Cormlssion granted the avplicant suthority to increase
rates 1234, the entire amount t0 accrue to the 6xpress company.
The Interatate Tommexrce Commisslion, however, did not aet upon the
application to ckange the classification and, therefore, this
Commission will ignore tast feature 02 the epplication in this
proceeding.

The loss and dsmage account of the applicant Lor the

yeoxr 1919 amountod to $20,576,161.55 (Exkibit 17,Revised). Tt

was dexnonstrated dy coﬁp&rlsons in the case before the Iﬁteistate




Commission and conceded by the express company that in Zone 1

thexe sxrs higker operating costs, and greater losses oceur in

that zone than Iin other zones. The State of Californis 18 in

Zons 5.

20 come to & coxclusion as. to whether the express rates
in Califorhia..are or axe not reasonsble and bear a full éha:te of
the turden would requlre au exkaustive lnvestligation , probadly
of several months&, but as tkhere is no doubdt of the applicant's
need of additional revemue to ensble It to meet operating expenses,
& real emergency existe ond relief must be immediste; toerefore,
there Is no time in which suck an investigation could be made
before a decision i3 necessary in this case.

Upon all the facis of record we are convinced that this
gpplication should be granted, but the Commission does not £inslly
rag88 upon the reasonsbleness of the rates s6 established.

Te heve given this matter very careful consideration,
and waile the method of a horizontsl Increase involves & departure
from the orliginal zome reletionship established by this Commission,
that depaxture, under the circumstences here yresented, is, we
believe, Justified.’

Toere was no protest at the hesxring in this proceeding
concerning the firstclass or merchendise rates. Representatives
of the Eousewives leagues, San Francisco Tholesale Dairy Produce
Exchange, Central California Creameries, and the Californis Dairy
Council svpeared and protested e.ga.inaft any Increase oxn food products
generally, and conciderable exmphasis was made objecting to increasing

the rates on milk and cresm by the Housewives Leagues and the

Californie Dalry Counclil, sugzgesting that probably the incressed




trans;)ortf;.tion charge would be used &S an excuse by dealers to
anrea.ée the prices oX these commodlities. The increased éhargea
rrovided herein do not Justily any meterial increase In the prices
of these commoditles to conswners. As an illustration,- the
preSent rate on milk and cream from San Jose %o San Framcisco is

26 conts per 10-gallon can and the Increased rate will be 30 cexts, -
& dlfferexce of 4 cents per 10 galloms, or Zouwr-tenths of a cent
‘per gallon, only one mill or one-terth of & cent per gquart.

The Commission iIs coxfronted with practically the =ame
circumstancea in this case as in the gexersl advance freight and
racsengsr rate cage, and we velleve that any indevendent action
on the part o2 thls State at this time in regard to intrastate
ez:préas rates might bring sbout serious results.

Skortly sftexr the Interstete Commerce Commission's ordexr
In Docket No. 11326, authorizing & 1234 Increase in express rates,
tae entire amount to accrue to the express compeny, the Rallrosd
Labor Bogrd issued its decicion granting express employees
additioral wages, which the company aésumes will amount to
$44,258,903. retroactive to May 1, 1920, and the express co'mpany
has made & supplemental application t¢ the Interstate Comrerce
Cormission for an additional increase of 15% in rates to cover the
Iehor Board wage oward, and following thelr usual procedure, we
assune the applicant will imrediately, alfter decision by tiae
Interstate Commerce Commlission, f£ile an applicetion fer similar
increases with this Commisslioxn.

There is no evidence before ws in this record wpon whick

to conclude that a 122% incresse In rates will be sufficlent, or

exceoad applicent's present requirements within the State of Californis,




but the record does show, at heretofore stated, that the total
operating loscses were spproximately 322.000,000.00 for the year
1919, end were §3,000,000.00 per monta during the first six

mon"tké og m% also ‘[:}m‘L 'i;i:e wage award of the Railresd ILsbor
ZoeTd incressed Opersting expenses $44,000,00C.00 per sxnmum,

retrogctive to Liay 1, 1920Q. The J..ﬁcreasaa in wages granted to
employees hendling Celifornia traffic will be substantisl and tre
additional reverwe secured wider the provesed rates will probebly

be no more than sufficlent to meet the inmereased operating expenses.

' Te axe of the opinlor that in this emergency this
gpplication can sefely be granted In view of the faet thet appllc-
aut now has befors tze Interstate Commerce Comxission an gpplle-
ation for a further inerease of 154 in 1ts rates to meet the in-
creased wegee now belng pald, and further considering that s
reqrest for similar increese will bo mede of thie Cormiesion.

If request is made Zollowing the decision of the
Interstate Commerce Commission iz *he 15% proceeding for additional

increases in rates or changes in classificetions, resulting in

incresses in California rates, the applicent will be required to
- meke an affirmative showing that the proposed fncreszses. Lxnsofar

&g they alfect California, are rezscnmable.

IR IS ZERE3Y ORDERED thaet this application skould be

and the same is hereby granted, except thet millk snd cream rates




are to be Increased by only 123%.

ADJUSTUENTS

This proceeding will be kept open fLor the puxpose of
considering tre adjustmert of rates snd all appropriste matters
walch mey properly be br@ught bafore the Commission. Adjustxents
nay be necessary and the applicant will be expected to deal promptly
and effectively therewith, to the end tThat such adjustmenﬁs may be
made in as many instarces as preacticable without foreing an appesal

40 this Commisaion.

FTBLICLTION OF TARIER

The rates aunthorizeld herein may be published on one day’s
notice in & blanket supplement to all tariffs. Such supplenmentas
may 0o similsr in character or the 2ame as guinorized bf the Ixter-

state Commerce Commission.

-
i,
Dated at Sen Frencisco,Californis,this /7 — dey of

Septembexr, 1920.




