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Application Nos 28005

In the Latter of the Application of )
RAILWAY EXPRESS AGENCY, INCORPORATED,)
a corporation, for an order allowing }
it increases in express rates and )
charges. 3

Lppegrances
Eugene M Prince, Mugi Fallerton and Edward
Stern, Zor appriicant,

Jw &« Devel,for Culifornia Fari Bureau
Tederaticn, interested partys
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By this application, Rajlway Express igency, Incorporated,
seeks authority to (1) inecrease all less~thanecarload firstw-class and

comnodity rates stated im amounts per lOO'pounds by 20 cents and

related second=class rates by 15 cents, {2) revise graduated charges

on shipments under 100 pounds to the vasis of the pound rate, plus

50 cents, (3) increzse all minimunm and all package charges other than
first and second-tlass cradvated charges by 3C ceants and (4) increase
money rates by 20 cents per $1,000 and all money classification
charges by 30 cents, No increase 13 %roposed cn drlily newspapers,
nilk and related products and returned empty containersa In the
event that the sought iIncresses arc autnorized, applicant proposes
to substitute them for the emergency charges established in l94§

on less-than-carload traffic, except returnec cmpty contalners.

T v
In Re: Application of Ry, Expregs £2C¥s, 44 CRaCv 31 (February
10, 1942), appiicant was authorized to increase charges for trans-
porting less=-than-carload shipments moving a% £irst, second and taird-
class rates, or multiples thereof, and of 10ss=than~carload shipments
of money by the addition of a charge of 10 cents per shipmente A _
1ike increase on less-than-carload shipments woving under comnodity
rates was denled in Bg: A atio vy EXpPross ARG 44 CeReCe
551, (December 15, 1942). ‘
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A pudblic hearing was held before Examiner Bradshaw at
San Franeisco, on December 6, 1944.

The proposed increases are identical to those wihich were
authorized by the Interstate Commerce Commission on interstate
traffic for = period of one year in Ex Parte No. 163, Increased

Eypress Rates and Charges, 1946, decided October 28, 1946. In

approving the increases, that Comzission found that the present
revenues of applicant were inadeguate to meet increased costs of
operation and taxes and to make reasonable payments to the railroads
and other carriers for the facilities furnished and the service
rendered by them. The establishment of the authorized increases is
subject to a condition that applicant will, within 6 months after the
new rates become effective, make a test covering represenﬁative days,
for the purpose of showing, among otror things, the revenue effect

of the increased rates, and sudmit within that time the results of

the traflic teSt, together with its permanent proposal of revised

ratecs for the futurc. Applicant alloges that the conditions which
justify and require changes in its interstate rates and charges
apply egqually to its intrastate rates and charges and that increases.
therein corresponding to those authorized for interstate application
are essential to a fair and equitable distribution of the added cost
of conductlng express operations.

The petition filed by applicant in the proceeding before

the Interstate Commerce Commission, the transcripts of testimony
taken at hearings held at Chicago, Ill., Buffalo, N.¥., Atlanta, Ga.,
Salt Lake City, Utah and Houston, Texas, and of oral argunent at
Washington, D.C., certain exhibits introduced at the Chicago hearing,
applicant's brief and the report and erder of the Interstate Commerce

Commission, were introduced as exhibdits in this proceeding.
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Except for the emergency charge of 10 cents established in

1942, applicant's Intrastate ratcs are upon the levels authorized in
Decision Ne. 31889 of April 4, 1939, in Application No. 22204.
According to data presented before the Interstate Commerce Commission,
and testified to by applicant's gencral auditor in this proceeding,
the_avérage cost of handling exﬁress shipments, considering appli-
cant's operations as a whole, incrcased from 71 cents in 1940 to
$1.35 during the first § months of 1946.\

Employees! wages, the record indicates, constitute more
than 80 per cent of applicant's operating expenses without including
6ompensation to railroads and other carriers for the service they’
perform. It.was stated that, when wage increases, which were
required to be made during 1946, are taken into consideration, the
average pay of employees per straight-time-hour is now more than
53 per cont greater than in 1939.. 3ascd upon- the number of straight--
time and overtime hours worked during the first 3 nonths of 1946, the
inercase in wage costs- since 1942 would be approximately $58,000,006
per year. Adding to this amount, retircment and insurance taxes
and increased costs of materials and supplies, office rents and
drayage, appligant‘estimates that increased costs for 1946 aggregate
about 363,500,000 per year more than the cost of handling traffic in
1942. It anticipates that the total increased costs for 1947 over
1942 will be about $70,000,000, after .additional retircment and
insurance taxes, preseribed by the Railroad Retirement and Unemploy-
ment Law, effective January 1, 1947, are paid.: .The increase in
payroll costs in California since 1942, based upon' the time actually
worked by cxpress cmployees, not including supervisory forces, during

~ the year ended July 31, 1946, according to the testimony, was
53,369,499.‘ "hen present payroll taxes and .those which will be in
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effect in 1947 are included, the amount of the incrcase will' be
$3,934,3839.,

Applicant's general auwditor urdertook to determine. costs
chargeable to the randling of intrastate'less-than—carload:shipments
by ascertaining the number of shipment handlingS'of;intrastatc and
interstate traffic in California during the year ended. July 31,:1946.
Each shipment originatcd. or terminated.in the -State was counted. as

a "handling". .Since intrastatc shipments originate and. terminate
within the State, they were-rcgarded as entailing two "hand’lngs"
‘Interstate shipments, having either a point of origin or destination
in the State but rot both, were treated asrhaving one "handling" in
the -State. The number of rail intrastate shipment handlings .amounted
to'38.84 per cent of the total shipment handlings in'the State., On
'this“basis{ the proportionrof the total payroll. costs during the same
.period, and the payroll taxes which.will be incurred in 1947, waich
applicant considers as attributable to intrastate.traffic,’ would. be
-$l.287 pcr shipment, as comparcd w;th-an average.charge per intra-
state ‘shipment of $1+009.

"Besides falling to mect payroll costs-and payroll taxes,
the witness;asserted; rpothing is availakle from the reverue aceruing
under -the prosent. intrastate rates and charges-to meet other expenses
or to. compcnsatc the rail and other carriersifor the. transportation
services they ronder in handling express: ¢raffic. On the assumntion
that 80 per cent .of the-total operating expenses-in California are
.required for employees' wages,~ﬁhichiis-tho proportion of ‘wages to
total cxpenses for applicant's systcm as a wholc, computations were

‘mad¢ which developcd a total oncrating cost, plus additional payroll

taxes to be-met in 1947, chargeable to intrastate:traffic, of
8k.582 peor.shipment . |
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For the purpose of estimating the annual net additional
yield of the proposed rates, an analysis of one day's traffic handled
on October'3, 1939, assertedly compiled in response to an order of
the Interstate Commerce Cemuission, was used. The witness stated
that, in his opinion, the distribution of thet day's business, by
classes, closely approximatcs the distridution of less-than=-carlcad
express traffic now being handled and expected to move in the near
future. By applying tnis analysils to tne nunber of intrastate
shipments within Californiz during the year ended July 31, 1946, and
the charges thereon, 1t 1s estimated that the sought increases on
intrastate traffic will produce additional revenue of $l{533,700fper
year. This figure is contrasted with tae estimated increased wages
and payroll taxes incurred since 1942, attributable to intrastate
traffic, of $1,528,292 per annun. aile these computations indi-
cate that the proﬁosed rates are expected to oroduce about $5,QOO
more than the additibnal wage and payroll tax costs, it was pointed
out that increzses have also occurred in the costs of materials and
supplies, rents, drayage and gencral CXPENsSeS.

Testimony was also prcscnﬁci se applicant's superintendent
of traffic. He gave 2 detailed explanation of the application of
the sought increases and of the oxcap%idns whica are to be made, as
in the ¢asc of dally rewspapers) w31k and rclated products and
returned capty containcré. In his opinien, the proposed increascs
will not reswlt in the diversion of rraffic to competing carricrs,

because various nighway carriers nhave heen graated inercases in rates;

some of them are secking authority to incroasc their minimum charges

to $1.00; and, prices generally having inereased, it is belicved
that shippors will be able to pay nigher rates for applicant's

scrvice.
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No one protested the granting of the application.

The record is convineing that applicant is in need of addi-~
tional Tevenue. JInasmuch as the bulk of the traffic transported
by applicant consists of small shipments === the average welght at
present being approxizmately 50 pounds ==~- 1t would appear to be
. somewhat doubtful 4f tie proposed rates and caarzes will provide
the inereased reveace applicant anticipates. Nevertheless, the
exigencies of the situation resuire that lamediate steps be taken
to afford some measure of relief. Applicant will, therefore, be
authorized to place the proposed increases in effect as a temporary
neasure for a period of one year, subjeet to change, ¢ancellation;
or extension upon further proceedings. A traffic test, similar
£o that required dy the Interstate Commerce Coumission, <o determine
the effect of the increases upon the movencnt of intrastate traffic
will be required.

In this procceding, consideration has becn given to
applicant's over-all revenue requirementse Of necessity oo study
has beon made of each or any of ths individual rates or charges pub=
1ished in applicant's tariffs Zox «no purnosc of determining the
reasonableness or iawfulness sreraof. To autiorizing applicant to
inereasc its present rates and charges, the Cozmission does not make
a finding of fact of the wonsonablenoss or lawfulness of any particu~
lar ratc or chargc.

Upon caroiul considoration of all of the facts and circum-
stances of record in this proceeding, the Comuission is of the
opinion and finds that the increases involved in tais application

arc justified for tnc temporary period hercinbelore stated.
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A pudblic hearing heving been nod in the avove entitled
epplication and, bdased upon the evidence received at the hearing
and upon the conclusions end findings set forth in the preceding
opinion, .

I7 I3 EZREDY ORDIRID thet Railwey Express Agencys
Incorporated, be and it 1s zeredy authorized to increcase rates
and charges for the tramsportetion of property within.California

to the same extent as authorized by the Interstate Commerce Commi-

sion in its repor: end order in Zx Parte No. 163, Taereased Bxnress
Rates and Charges, L94by decided Qctover 28, 19465 end that the

aforeseid ineresses may be established on not less than one (L)
dayts notice to the Commission axd ©o tae publice
17 IS ¥ERTSY FURTHIR CRDERTID thet the lncreases in rates

and charges herein zuthorized shall bde published and filed to

expire onc (1) year after the date they bhecone effgctive; unless

0

sooner changed, canceled or extended by order of the Commissicne

I7 IS TTIREIRY FURTHOR CROTDED that the euthority herein
granted is subject to the express condition tlat, within six (6)
nmonths from the effective date of such increased rates and charges,
applicant will make & trarffic test covering representative days
within the six (6) months period for the purpose of showlng, smong
other things, the revenue effect of the increased retes and charges
nerein authorized ané present to the Commission the deta covering
the results of such teste.

IT IS TIREEY FURTEZR ORDERZD that the auwthority nerein
cranted is subject to the further express condition that arplicant

will never urge before this Commission in any proceeding under
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Seetion 71 of the Public Ttilities Act, or in any other proceeding,
that the opinion and order hercin constitute a finding of faet of
the reasonableness of any particular rate or charge, and that the
filing of rates and charges pursuant 0 the authority herein granted
will be construed as consent to tils condition.

'iT'IS TIRESY FURTHER CROERED that the authority herein
grented shall be void unless the rates and charges authorized in
this order are published,’filed and made effective within sixty (60)

days from the effective date hereof.

mwis order shall become effective upon the date hereof.

Dated at San Frencisco, California this _/_é = day of

December, 1946. >42Zii4ﬂZ‘aJZ

2 Cetarne,
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