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BEFORE THE PUBLIC UTILITIES COIZIISSICN OF THE STATE OF CALIFORNIA

In the lLiatter of the Application of
Railway Express Agency, lacorporatec,
a corporation, for an order allowing
it increases in express rates and
charges.

Application No. 28008
(First Supplemental)

Appearances
Eugene M. Prince, Hugh Fullerton and Edward Stern,
for applicant,

R. E. Wedekind, for Southern Pacific Company,
interested party.

FIRST SUPPLELENTAL OPINION

Applicant is an express corporation operating over the lines
of other common carriers. By Decision No, 39754 of December 16, 1946,
in this proceeding, it was authorized to make certain increases in its
less carload intrastate express rates ahd-charges\for a period of one
year., These increases are scheduled to expire December 23, 15%47.
Applicant now Seeks authority to maintain thé inereased less carioad
commodity rates, minimum charges, package charges, and money‘rates
and charges, on a permanenﬁ basis. It also seeks authority to make
further increases in firét and second class rates and charges for a
period of cone year.l Applicant desires to make the propoSed changes

on less than statutory notice and not later than Decenber 23, 1947.

1 ' .

It is proposed to increase first class rates In effect prior to the
19456 adjustment by percentages ranging from about 53 per cent on the
shortest hauls to about one half of 1 per cent on the longer hauls,
and to inerease related second class rates. by basing them on 75 per
cent of the proposed first class rates. These increases are sought

in lieu of the 20 and 15 cent per-shipment lncreases authorized by
Decision No. 39754, suprae.
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The proposed intrastate adjustments are identical with
those authorized on interstate traffic Ly the Interstate Commerce
Commission's supplemental order of September 23, 1947, in Ex Parte
No. 163, Increased Exvress Rates and Charges, 194,.2 That -
Commission found that applicant's systea-wide revenues were
insufficient to provide for adeguate compensation to railroads and
other carriers for transportation scrvices performed and fazeilities
furnished in connection with express operations.

A public hearing on the intfastate rate proﬁosals was
had at San Fraﬁcisco on November 24, 1947, before Examiner Jacopi.

The record made before the Interstate Commerce Commission

was introduced as part of the record herein and was sﬁpplemented by

6!21 Qh& erfﬁéh evzéencc pertaining to the alifornia intrastate
situation. The interstate proceeding was conducted with the

cooporation of reproscntativaes of state rogulatory bodiésiundcr the
provisions of Section 13(3) of tac Interstate Commerce Act.

The record made here shows that applicant's capital stock
is owned by the railroads. Its operations over the railroads are

generally condueted under a standard operating agrcement which

_provides for segresation of express revenues and operating expenses

2
The Interstate Commercce Commission required (1) thet applicant
develop a sinﬁlc scalc of nation-wide rates in lieu of the scale

now applicable in Zastern-Southern Territory and of the different

and somewhat highor sczle applicable in Wostera Territory, (2) that
it make traffic studics within 6 montas after the authorized rates
are ostablished for thc purposc of showing the effcct on applicent's
traffic and roevonues of thesc increased rates and of the effect of
the rates in whatever single scale is devoloped, and (3) that it
subnit the results of such studicg, vogetihcer with the prOposed smngle
rato scalce, to the Commission not later than July 1, 1948

Comnissioncr William T. Brooks of Arizona represcnted the western
states on tho cooporating committee of state commissionors.- The
Interstate Commerce Commission's decision points out that the
cooperating state commissioncrs concurred in 1ts findings.:
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according to territorios in which they accruc. After deduweting the

expenscs, the romainder of the territorial rcvcnué is distributed to
the individual railroads in the proportion which cxpress rovenue
over cach linc dbears to the total territorial rcvcnue,; The amounts
so paid constitutc the compensation of these railroads for hancling
cxpress traffic. |

. Applicent allcges that its Californiz intrastatc TCYCRUS
arc insufficicat to offsct its om operating cxpenses, that no
revenue whatsocver is avalladle to compensate California‘railroads
for the scrvices they roador on express traffic, and that the rail-
roads caanot continue to malntaln adeguate service for cxpress andcer
such conditions.

Applicant's gencral auditor submitted cstimates of rcvcﬁucs

and cxpenscs for Califorais intrastatc operations for 1947. - They
indicatc that such opcrations will show a substential deficit for

the year as follows:

Express Revenucs $5,8859,550
Express Operating Expenscs,

ineluding taxcs $6,373,553
Rovenue available for compen= .
sating railroads for eXpress

sorvieces ((5288.2.03)

) - Dcficit

Bascd on 1947 .opcrations, the auditor estimated that the
proposcd rates would producc approximetely $794,400 additional

intrastatc cxpress revenuc per year. Ihe estimated financial

——

4 .
liorc than 95 per ccnt of applicant's system—7ide rovenuc is carncd
on railroads that arc partics to the standard agrecment.

The showing for the ycar 1947 cmbraces tho data previously furn-
ishcd the Commission in compliancc with Deelsion No. 39754, supra,
showing the effcet of the tomporary ineroeascs guthorized by said -
deeision based on a six-weelk test period.
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results of intrastatc opcrations under the proposced rates arce as,

- follows:
Express Revenues $6,879,994
Express Operating Expoenscs, R
including taxes $6,373,653

Revenve available for compen-
sating rzailroads for oxpress
services G 306,341

The avditor claimcd that revenuce available for compen-
sating the railroads under the propescd rates would not offset thelr
cost of performing intrastate cxpress services. He pointed out that
this rovenue amounts to only 4.5 per cent of the c¢stimated gross
revenue, whereas the record made in the interstate procceding shows
that western district reilroads requirc an average payment of 68.35
per cent of state and inteorstate ecxpross revenucs carnod in,thaf
district t6 cover the full cost of porforming the cxpress services.

Applicent's superintendent of traffic cxplalned tho
sought increases in detail. He pointed out that terminal costs con-
stitute a greator proportion of total cxpenscs on short-haul traffic,
that the greater inercascs propeosed for that traffic arc designed
to compeasatc for the higher terminal cxpenscs, and that a uniform
pereaentage inercase would burécn long=haul traffic with part 6f the
costs of short-haul movoements.

No onc appcarcd in opposition to the granting of the
application.

The rocord shows that applicant is in nced of additional
rovenuo from intrastate operations. It Is reasonably clear that
the sought increascs erc hot higher than neccessary in the face of
applicant's opcrating expordence. | |

Upon consideration of all the faets and circumstances of

rocord, we arc of the opinion and herceby £ind that the proposcd
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incrcascs in oxpress rates and charges arce Justificd. The
supplamuntal appllcation will be granteds Traffié studices similar
to thosc the Interstate Commerce Commission directed be made will

be reoguired for the purposc of doteraining the offcet of;tho
incrceased rates upon applicant's intrastate traffic add fovcnuos, '
and the offcet of the rates in any singlc nation-wide scale vhich
applicant may devclop.

In this procceding, comsidceration has been given to
applicant's ovgr-all revenue rcquircménts. 0f nceessity no study
has beon made of cach or any of the imdividual rates or charges for
the purpese of dotermining the reasonablencess Or lawfulness thercof.
In authorizing the inercases hercin iavolved the Commission does

not make a finding of fact of the roasonablencss or lawfulness of

any particular ratc or charge, as so increased.

A public hearing having been had in the ébovc-cntitlod
application and, bascd upon the cvidence of reecord and upon the
conclusions and findings set forth im the preceding opinion,

IT IS EERIDY ORDERED that Reilway Expross Agoncy,
Incorporated, be and it is hereby authorized to incrcasc its intra-
statc rates and charges to the same cxtent as-éuthorized by the
Tnterstate Commerce Commission in its report amd order in Ex Parte

No. 163, Increcased Ixpross Rates end Charges, 1946, decided

September 23, 1947; and that thc inercase hbfcin authorizcd may be
ostablished within sixty (60) days from the offective date hercof
on not loss thah one (1) day's notice to the Commission and to the
publica.

17T IS EEXEZY FURTHER ORDIRED that the inereases hereln
authorized in f£irst and socond class rates and charges and multiples

thercof, including graduated charges on shipmonts under 100 pounds,
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shall bc published and filed to oxpirc one (1) year after the date
they beeome offcctive, unlcsS sooner changed, canceled or cxtended
by order of the Comuission.

IT IS HEREBY FURTHER ORDERED that to the cxtent departurc
from the torms and rules of Tariff Circular No. 2 of this Comnission
is roguired to accomplish publication of inercascs herein authorized,
authority for such deérturc be and it is hcrcby granted..

IT IS HEREBY FURTHIR ORDZRED thet the authority herein
grantcd 1s subject to the oxpress condition that, within six (6)
months from the effcetive date ol such incrcaéed ratcs and. charges,
applicant will meke traffic studics similar to thosc requircd by
the Intcrstatchommcrcc Commission in Ex Partc No. 163, supra, for
the purposc of determining the cffcet on applicant's intrastate
traffic and rovenues of the increases horein authorized and of
whatever ratces may be submitted to thc‘Interstatc Commcree Com=
mission in responsc to its dircetion to applicant to formulatc a
single scalce of ratoes for natlon-wilde application; and that the
data covering tho results of such studics shall be presented to '
this Commissior not later than July 1, 1943. |

IT IS KSREBY FURTHER ORDERED that thc authority hercein
granted is subject to\thc-furthcr cxpross corndition that applicant
will nover urge bcforc‘this Commission in any procceding under

- Scetion 71 of the Public Utilitics act, or in any other procccding,
that the opinion and order hercin constitutc a finding of fact of

the roasonabloncss of any particular retc or charge, and that the
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£iling of rates and charges pursuant to the authority hercin

grantod will be construcd as conscnt to this condition.

The offective date of this order shail bc Decembor 22,
1947, i

Dated at San Francisco, Celifornia, this zz*ﬁday
of bccomber, 1'947.;

Commissioncrs




