
e, 

/ 

Decision N~.. 39545 

BEFORE TEE iV.ILEO.AD CO~~!ISSIOn OF' THE STATE OF CALIFORNIA 

In the Matter of the Application ot 
VALLEY EX?RESS CO., a Corporation,. 
and VALL'E:Y. HOTOR LIN£S, INC., So 
Corpore-tion", for authority to in- , 
crease' certain local o.na. j'oint l'atcs .. 

!!'Jtq~~_aJtc_ c,.$. 

" ), 
,) Applicction No., 27804 
) 
) 

Berol ~c:. Handler" by l,larvin Handler, 
for applicant::;, 

Edson Abel) J. J., Deuel ... John S. Griffin", 
Tho:las Louttit,. Fredcric~ Vf., ~a'ell~e, 
c. 7: .. P~lclps, Eugene A. Read, Walter 
Rohde,' James L. Roney', J .. C. Sommer::. 
a:!c;, J. Richard TOW1'lSend, for vario1ls 
shippers, shipper organizations and 
ot!:l<:::r intel'e:;;'~ed p.:lrti,es" 

c. o. Burgin and 4yron J. Alexander, for 
Office oi" Price Administration, int~rvenor •. 

0, P I. ~;,! 0 N - ......... ... , ..... - ~ 

Valley !:!Iotor Lines,? Inc~ ... is a hizhi':ay common carrior of 

property SerVil'lg the, Sacr~cnto and SOon Joaq,uin Valleys' and the, 

San Fr~ncisqo' Bay area .• " Vall'ey: E:CPl'OC:: Co. is an express cor1'ora-

tion rendering virtually 0. s'Ca.tcwideserv1'ce •. By joint applieo.tion 

these carriers seek an increase, of 15 pel" cent", tor Cl. p.o'riod. of one. 

year J , in their local rates o.nd in the joint rates maintained by 

Valley Express, Co., in connecti'on vri th Sacramcnto-Corn1ng. Fr.elght 

11ncs) Ltd. .. " an at!11iatcd cz.rri'er( •. 

A. pub::'i'c hearing was had 'before Exa:niner j!:!ulg,rew at 

San Fra.."l.cisco on Se:pte~"oer 26" 1946 •. 

The, o",·rnership and management of thc:ze two carriers are 

substantially identical... The, r.ccord, shows that Valley Motor Lines} 

Inc •. is the principal underlying c:1rri.cr for Valley Express Co •. and 

that the operations generally of these carriers are so interwoven 

"1' - -.. 



" 

o.s to over-tho-x-oad and terminal a.ct1vitiezthat a consolidated zhow-

ing is n~cessary 'for a true determination o~ their 'revenuo re~uirc- , 

I:lents. 

Exhibits were introduced covering 'applicants' comoined 

opcre,ting rcsults for the last half of 1945, and the first 0011' of 

1946 ~s compared to the results which would have obtained during 

the first half of 1946 at presont operating costs and (a) under 

present rates; (b) under a 12t per cent increaso; and (c) under a ' 
• 1 

15 POI' eent increase". Those operatinz r~sul.ts arc' o.$1'0110w5: 

,Operating 
Bs.,vcng.e_ • 

Operati!'lg 
.::;;Ex;,;,,;;. T.l:..="o.:.::.;n.s_c_s_ 

Profit 
or ' 

Loss 

(1) Last 6 mos.. 1945 $1)036,7l8..3~0$1.7060.7179,.OO(S23a46l: • .zQ) 

(1) ,First 6 :105.1946 ,1,129,.771.21 1,136,950.99(~179.1.q) 

(2) First 6 mos..1946 1,162,208~79 1,228,929 .. 74( 66:~720~) 

(3) 

Oper­
ating 
&tA9... 

102'·3 

100..6 

',*42,032..02 ,* 96.8 

(4) First 6 mos .1946 1,336,,758.0l 1,236,593.15 #100,164,;.86 # 92.5 

~58,69'6,.61 ,~ 9,',.6 

1 

(1) Actual result~. 
(2) Rosults which would·have obtained ~~d~r 

present rotcs and operating costs. 
'(3) Rosults i71'lich vlould have o'btc~incd . uncleI' 

present rates increased b1.,12~k· 'Per cent 
end under presont opcrating co'::;t~. 

(4) Rcsul ts "'lni'ch w01.:l.ldht\ve obtained' W'ld~r 
present ,:::-atcz ',increased 'oy 15 per cent 
and under present operating costs. 

# Before income 't~'te~,. 
* .After incom~ -t.a."Cc's.. 

(- _~) ;D'c!lotcs, loss .• 

----------_._-
Prior to date of h~o.rinz,app1:!;co.nt:; proposed to exclude f.rom the 

sought increase tr~!fj:c ,movinzbetvlcen San Francisco Bay poi..~ts on the 
one hand and Fresno and tho ,Los Angclcstcrr1tory 'on the other hand. 
This movGoont comprised 10.51 pOl' cont·o! carriors' rGv.enuc. ,Exhibit 
No. 10 snovTine the op~rating results "Thich would have obtained dUl"ing 
the first half of 1946 by tho a.pplication of a 15 per cont incr<:as,o to 
83.49 pOl' cent of carriers' revenue durinz that period Wo.s pro~arod 
and presented in evidoncc. At the hearing applicants runondec:. tho 
a'Pplication by seeking 'the 15 pOI' contincrcaso on all traffiC. Thus 
the revenue figure in the forozoing exhibit showing the ofl'ects of a 
15 p(;:r cent incrc.:asc 'on 8'3.49 per cent of carriers' revenue durine 
the first half or 1946 actually reprl.!sontcd only a l2~· 1'01' cent in­
cr..,asc in ~pplicantsl total revenue during that period. 
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The foregoing expense figures h~ve been adjusted to re­

flect certain necessary rn.odif1cations,in applicants f estimates based 

upon operations c.u.rinz tho first hal! of 1946. One of these (J:eju:::t­

ments co~~ensate$ for certain,increased e~enses in gross revenue 

taxes vlbich would have accru.ed heel the proposcd increase' been in 

effect during the period in qu.estion.The other covers co~pensation 

insur~!lce preoiums s.nd give!: effect t,o .rcfu..l'lds cu.stot'larily :cade in 

the last half of each calendar year. 

By projectin::; the op~ra-tine result for the first half of 

1946 to a yearly. basis'i tb.e 15 per cent incrcllse 'Vlou,lcl produce a 

rate of return of 14.2 per cent after tnxes on a rate base of 
2 

$827~813·49. Similarly ~ 12-1:-· 'Ocr cent incre~se vroulc1 result in a .. .. 
rato of return of 10.2 per cent .II\:t:"t~· ~~os. 

Applicants f witness tcstifi~~: that the unsatisfcctory 

o,erating results which arc being experienced were caused by. 

steadily rising costs or in:::ur2ncc, c~uipmont~ materials and supplies, 

L~croases in waecs~ low'efficiency of labor and the reduction of the 

Vlorl-: week to 5 days. He pointed out that applicants held 29 . 

contr£lcts with labor organi::ations "J/llicn &rc subj oct to yoo.rly . 

expiration. Recent renegotiations of these contracts) ho said, 

haC. resulted in increased vrages or 'other concessions producing 
--------------------_._.----2 

Of the rate base figure, $58?, 313 .81 reprcsents tl"lC deprcciated 
oool~ cost or t&nsiblc ope:ratinz property ,,"s of' .Auzust 31, 1946, 
&24,661.18 the value of rn.o.torials end supplies on hand, $199,030.37 
the allo~fance for 'Workinz ce'.pi tc;l (one conth t s operatine expense 
less dcpreciation))and $16,o08.l3 the cost ofacqu1ring franchises. 
While the record docs not specifically show that the $16,808.13 .. 
consists solely of amou....'i.ts actuo.1ly paid to the St,atc or its 
politic~l sIlbdiv1sions as consie.erD.tion tor the granting of the 
operative ri~hts, any necossary atjustmcnt of tho.t fi:;u=c \llould not 
materially affect tho rate of retu~n. Applicants 1nt~oduced a rate 
bO-se i'iSurc ot $920,990. In co.1culating this figure a:pplicants 
included certz.in amounts covering tlOthcr inv0st::lCntsH and l1p,rcpay­
::lcnts and I>ci:crl'cd Charzosu ... ·/hicn have not bcen shown to be proper 
in the ci.0terminat10r.. oi: the- .I:~to base. . 
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higher costs. Ee assorted that the trend was toward still h1eher 

costs tor labor, e~uipmcnt, materials ~nd supplies and that he 

foresaw no prospoct of this trend being arrested in the ncar tut~e. 

The manasement, he contended, had madc' ovory c i'!ort to offset 

higher costs thro~eh operating economics. 

Applic$.nt~' witness expressed the ~0licf that while some 

tr~ffic ~ould be lost to compoting carriers az a result of ef!ccting 

the proposed incrcase, this loss vtould have very ,little effect on 

- over-all o,arating results. He al~o tcstii'iec' tb.at applic:;nts 

intended to increase thci~ interstate rotes to the same extontas 

i..""ltrastatc increases m~y be authorized in this proceeding. Inter­

state traffiC" he cstiml?te<i" amou.."l.ted to 10 per cent of tho entire 

volume. 

The application ~s file' ro~uostod increasos in joint rates 

o!lly in connection wi th Sacrar.lento-Corn~.ng Freir;l'lt Lines, Ltcf. At 

the hearing, hovTovcr, applicants f prosie.ent sto.t~e. that incrc~s0s 

in all. joint rates VTerQ desired. Eo explained that statements sho"{{ing, 

the operating results of the cODnocting carrlcrs~ othor' than 

Sacra:.:ento-Corning Freight Lines, Ltd.". cou.ld not be obtained'in 

tiz:lc for tho hearing in this- procGecling.. He also ,expressed. tho 

belief that these carriors were in need of' the increased rov<:n1l0 

,,':hicb. would result u.."lclcr- the propos~d rates. It was- testified that 

Sacra::H::nto-Corning Freight Linos, Ltd .. c:cpcrionced a not profit of'" 

ocly $26 during August, 19.1',.6 and tha.t this carrier Vias, in need- of anY' 

ac.clitional revenuo which 'uould result from thcpro"oscd joint rc.to 

increase ". 

No one opposed the granting or 1ncl"casf::d ',l'ates to' tho 

c.."(t~nt theY' arc shown to 'be necessary to'maintain service.. The 

,ropricty of a blanket ~crease'l such as here proposed"., was ~ucstionod 



27804-IUE 

oy a rcpresent~tivc of S & VI Fine Foods., He inquired of applicants" 

witness as to ",'hether the solution of applicant!) f financial problems 

:light not lie in tile adjllstmcnt of' the present :rate "rclationshiJ;ls rulrl 

Llinirlum charges.. The vl1tnoss agreed that the present minimum chargo$ 

are inadequate but contended that the 3djust~cnt or these charges as 

vrell as rate relationships is So st,~tcwidc' problem and no:t one "Thien 

should be considored in tl:lis proceeding for atetlporary incr\)ase •. 

Representatives of tho Ch~bers of CO:u:lercc' of: Sacr.lmcnto 

a!ld. Stockton voiceQ. their objections to :Jly rate adjustment vlhich ' 
" 

vlould produce joint rates and cllarscs between po1.."J.ts on applicants" 

lines and point's beyond Sacrruo.onto and Stockton on tho l1ne:;.' of ;¢on­

!locting carriers lower thrul the local Sacramento or Stoc~~ton rc.tos •. 
'. ' 

The rocord clearly sl'loWS that applicants arc in nced o~ 

additional rev~nuo •. It appears) however, that anincroaso of 12t p~r 

cent 1's as high as is justified' by' thc shovling made ." In.croased joint 

ratos h~vo been. shown to. be r'c~uil'ed only to the exte:nt necossary 

to avoid departures from tho provisions of Section 24(a), of the 

Public Utilities Aet •. 

A public hcarine h~vinz been 11ad in tho above entitled, 

application and basc~ upon tno c7i~once received at tho hearing and 

upor. tho conclusion~ al'ld" findincs sot forth in the proc~ding opinion> 

IT IS EE?Z3Y ORDZRED that V~llcy Express Co., and Valley 

:"~otor Lines, Inc., be o.ncl thoy ar.c" C4.."l.Q. c~ch otth0tl i$,. hereby 

authorizec1 to cstcblisn en not less t~an two (2) days" notice to the 

COm::lizsion and to the public, D..tl increaso of t~itolvo and one-hal! 
. " " 

(12ir) percent in all of th.eir local ratos and c~al'gcs' anc1. in thoir 
", 

joL"l.t rates a."l.d charges to the extent necessary to avoid dopartures 

from tho provi$ions of Section 24(a)' of the Public Utilities Act., 
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IT IS HERSEY FURTH3R O?~ERED thet tho incro~so in ratos 

and ch~recs h~::-cin authorized, if <3sto.blishod, shc.ll1:eplbl:1shed. a'lcl :f11ed 

to expire' ono (1) yefJ:r after the dato they becomo effectivo" unless 

soonor chcngo~~ ecncelcd or extonded by order of tn0 Commission. 

IT IS RSREBY FURTHm:t ORDERZD thut in computing the 1.0.-

cr;.;:as~c;l rates .:.nci. chal"ses hCI'Jin author.1:::od the f'C?llovring 'iril1 

oovol"n in teo o.i$1'05i tion of fractions:' 

Where prcscl:t ro.tez o1'cl"largo$ 0.1'0 10- cents or less: 

Fractions or loss tho.n ~ or .25 of Co cent omit. 
Fractions of t or .. 25 of 0. cont or gr.::'ator. but 

loss than 3/4 or ,.75 of Cl cont will be 
stated at 1/2 or,.50 of ~ cent. 

Fractions of 3/4 or- .75 of a cent or groater, 
incre~se to tho noxt whole figuro. 

WhOl'C prosont rc.tos or charecs aro over 10 cents: 

Fractions of less than 1/2 or .50 of a cent omit. 
Fr~ctions or 1/2' or .50 of a cont or er~ator, 

inorease to no:.:t whole fi.::t,ul'e. 

IT IS ~EBY FU~TH:R ORDERED that in applying the increase 

hereinabove authorized, the r~tos spocifically set forth in the 

tariffs involv~d in this application sb~ll be increased before 

oo~puting rates which ar~ based on ~ultipl~s or percentagos of rat os 

or ratings or bctoro applyinS deductions providodfor in these 

tariffs. 

IT IS F".3r.ZBY F'URT.dZR ORD:l\ED that Valley ExprlZ:ss Co. and 

Valley llotor Linos 1 Inc~ be and they aro, and oaoh ot th~m is, 

hereby authorized to dep~rt from tho provision~ of T~rirr Circular 

No. 2, Gencr~.l. Ord'..lr No. 80, and Section ~4 (a) of the Public 

'Utilities Act} to the extent noccs::;ary to carry out -tho .e!:f'oct of 

the order herein. 
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!he au~ity.':h~I'ein' gl'ar...t~d'· shall be void unloss exor­

cised. VIi thin n.inety (90) d.ays; l'l'om: the, effective dato 'horoor .. 

!his order' shall :bocot:lo,: cf1\:cti ve ten (10) days trom the 

date horcof. 

Dated' at San Fl"anciscoj, California, this 

Octobcr~. 1946!. 
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