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Decision ~ro. 41030 

BEFORE THE PUBLIC UTILITIES COIf:ISSION OF THE STATE OF C,U,IFORNIA 

In the ~tter or the Application of 
Railway Express Agency" IncorporateC:" 
a corporation, ror an order alloWing 
it increases in express rates and 
charges. 

) 
) 
) Applic~tion No. 28008 
) <First Supplemental) 
) 

bJ2p.,?arance,.§ 

Eugene M. Pl'ince" Hugh Fullerton and Edvrard Stern .. 
tor applicant" 

R. E. 'Wedekind" tor Southern Pacitic Company" 
interested party. 

FIRST SUPPL~~~TA~ OPINION 

Applicant is an express corporation operating over the lines 

of other cOIllmon. carriers.. By Decision No .• 39754 of December 16" 1946" 

in this proceed.ing, it was authorized to make certain increases in its 

less carload 1!1;trastate express rates and· charges for a period of one 

year. These increases are scheduled to expire December 23" 19-4·7. 

Applicant nO\7 seeks authority to maintain the increased less carload 

commodity rates:" minimum charges" package charges" and money rates 

and charges, OIL a permanent basis. It also seeks authority to oake 

further incretls:es in first and second class rates and charges for a 
1 

period of one year. Applicant desires to make the proposed changes· 

on less than statutory notice and not later than December 23" 1947. 

1 
. It is proposed to increase first class rates in effect prior to the 
1946 adjustment by percentages 1'~ng1ng trom about 53 per cent on th.e 
shortest hauls to about one hal! or 1 per cent on the longer hauls l 

and to increase related second class rates ,by basing tnemon 75 :per' 
cent of the proposed first class rates. These increases are sought' 
in lieu of tile 20 and 1; cent por-shipment increases authorized 'by 
Decision No. 39754, supra. 
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The proposed intr~state adjustments are identical with 

those authorized on interstate traffic by the Interstate Commerce 

Commission's supplement~l order ot Septe~ber 23~ 1947~ in Ex Parte 
2 

No .. 163, IncTe~ased EXtll"~..2....R.9te$ 2nd Charges, ~Q. That, 

Commission found that applicant's system-Wide revenues ",ere 

insuf.ficient to provide for adequ~te compensation to railroads and 

other carriers for transportation services performed and facilities 

furnished in cl~nnection ... rith express operations •. 

A public hearing on the intrastate rate proposals Vias 

bad at San :'rallcisco on November 24~ 1947.1 befol'e Examiner Jacopi. 

The record made before the Interstate Commerce Commission 

was i;~troduced as part of the record herein and was supplemented by 

~~~l ~hd w:ri tt~tl ~"id.cn.co pertsln1J1..g to the California intrastate 

situation.. Xhe ~tcrstnte Frocccd1~6 was conducted with the 

cooperation or re'proscnt~tivos o~ state rogl.4la.tory bod1esu.ncler tho 
3 

~rovisions of Section 13(3) of the Intorst~te Comocrce Act.-

The record made here ShO~IS that· a-pplicant r's capital stoclt 

is ov,'nocl. by tb.<:1 railroads.· Its op~rations ovor the railroads are 

generally cond.ucted und.or a stundard operating agrool:lent which 

, provides for segres~tion of express revenues and oporating expenses 

2 
The Interstate Commerco Co~ission required (1) tn~t applicant 

develop a Single scale of nation-~ide r~tes in lieu of the scale 
now applicable in Eastern-Southern Territory and of tho different 
and somewhat higher sc~le applicable in Wostern Torritory~ (2) that 
it ~~e traffic studies uithin 6 l:lonths after the authorized rates 
are establishe~ for the ~urposc of , showing the effect ~n applicantts 
traffic and revonues 0'£ these incrc~scd r~tcs z..c.d of' the effect of 
the rates in whatever Single sc~lc is devolopod~ and (3) that it 
submit the results ot such st~dics) ~ogcthcr with the proposed single 
rate scale, to the Commission not later than July 11 1948. 

3 
Commissioner willi~ T. Brooks of hrizona ropresented the western 

states on tho cooporating cOlllIllttcc of state cOmmissionors.· The 
Interstate Comm~:lrce Com:u.ssion' s decision. pOints out thot the 
cooperating sta~co commissioners concurred in its findings.' 
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4 
according to territorios in which they accrue. After deducting the 

cxpense~1 the remainder of the territorial revenue is distributed to 

th~ individual railroads in the pro,ort1on which cxpress revonue 

over each line bears to the total territorial revenue. Tho amounts 

so paid constitute the componsation of these ra1lro~ds tor han&l1ng 

express tr~tf1c. 

Applicant alleges thct its California intras~atc revenuos 

a.rc insul'ficie,nt to offset its orm operot1ng expenses, that no 

revenue i'rhatsocver is available to cOz:l!)ensate California rail:roads 

for the sorvic,os they rcnCi.er on express t:rc.ffic" and that the rail­

roads cannot c"ntinu~ to mainto.in ado;uatc service tor express under 

such concl1 tions-. 
I 

Appl:Lcant t s general auditor submitted estimates of revenues 
5 

and expenses for California intrastato operations for 1947.. They 

indicate that ~luch opc.:rations vrill show a substc.nt1al dc1"ic1t for 

the year as tollows: 

Express Revenues ~;5"885,, 550 
Express Oporating Ex~enses, 

including taxes ~6,373/653 
Revenue available tor compen-

sating railroc.ds fo:r eX!'l'ess 
services ( $488,103) 

(,_. ___ ) - Derici t 

Based Ion 1947 _operations" the auditor estimated that the 

proposed rates would produce ap~roximatcly $794, 400 additional 

intrastate oxprl:Jss revenue per year. The estimatod financial 

Iiorc than 95 per cent of applica."lt' s system-'I'1ido rovenue is earned 
on railroads that are parties to tho st~dard agreemcn~. 

The showing for the year 1947 c~braccs tho data previously furn­
ished the Commission in compliance ;'Jith Dcc1sionNo. 39754" su~ra" 
showing tho effect of tho tccporc.l'Y increases autl'lorizcd by said 
docision based on a six-vlcck test period. 
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results of intrastate operations un~cr tho proposed rates arc as 

follows: 

Express Ruvcnues 
Express Operating Expenses, 

1ncluding taxes 
Revono.cav.:.ilablc for compen­

sating railroads for express 
services 

$6,679,,994 

$6, 3731 653 

~ 306, 341 

Th.e auditor claimed that revenue available for coto-pen-

sa tine the rail:roads under the proposed rates t'lould not offset their 

cost of p~rform1ng intrastate express services.. He :pointed out that 

this revonUe amounts to only 4.59 per cent of the estimated gross 

revenue, whereas the record made in the interstate proceeding shows 

that western district railroads require an average payment of 68·35 

per cent of' state and interstate express revenues earnod in,that 

district to cover th.e f'ull cost of porforming the express services • 

.A.ppli'~$.nt' s superintendent of traffic explained tno 

sought increases in detail., He pointed out that terminal costs co.o.­

sti tute ~ g reo.t,:)r proportion of total expenses on short-haul traffic, 

that the greater increases pro!,osed for that traffic,are designed 

to compensate 1'101' th.c higher termnal expenses, and that a uniform 

percontaGe: incr,ca.se would burden lons-haill traffic with part of tho 

costs of short-l:laul movoments. 

No on,o appeared in oPPosition to the granting of the 

app11c~tion. 

The r':lcord SllOWS that applicant is in need of additional 

revenuo from intrastate operations. , It is reasonably claar that 

the sought incr':lascs arc not high..::r than necessary in the race of 

applic:=.nt's opC::l:'sting exporience. , 

Upon l:ons1dcration of all tho fz.ct's and circumstences of' 

record, we arc of tho opinion a.."lc'i. hereby :f:ind that the proposed 
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incl'cas~s in IJxprcss rates and charges arc just1fied. Th.o 

supplem ... ntal ~l.pp11co.tion will bo grantcd~ Traffic studies similar 

to those the Interstate Commerce Comc1ssiondirectcd bo made w1ll 

bo re~uirQd for the purpose of ~etcr~ng the effect ot tho . 
incroased rates upon applicant's intrastate traffic and rovenues, 

end tho effect or the rates in any single nation-wide scale which 

applicant may develop. 

In this procoeding} consideration has boon given to 

applicant's over-all revenue requircmonts. or necessity no study 

has boen ~dc ot each or any ot th~ individual r~tcs or charges for 

the purpose of determining tho reasonableness or lawfulness thcroof. 

In authorizing the increases herein involved the Commission docs 

not make a finding of fact of the roasont.blcness or lawfulness of 

any particular rate: or charge, as so 1ncrcns,cd. 

£B~~B 

~ public he~ring b~vins been had in the abovo-entitlod 

application and, bascd upon the cvidc~c~ of.I'eccrd and upon tno 

conclusions and fi~cings sot forth in the ~receding opinion, 

IT IS HEREBY OP.DBP.ED tnc.t Railway Express AgClncYJ 

Incorporated" b() and it is horeby authorized to increaso its intra­

state rates and charges to the s~o extent as' authorized by tho 

Interstate COmz:l;OI'CC Comtlission in its r..::port and order in Ex Parte 

No. 163" Incrca:scd EX'Prcss Rates gnd Chal'gcs. 1946, decided 

Sc:ptembcr 23, 1~147; and that the incr~ase herein authorized may be 

ostablished w1tl~ sixty (60) days from the effective date her~ot 

on not loss than one (1) d.ayts notice to th~ Commission and to the 

:public. 

IX IS ~~EY FURTF~ ORDZRED that tho· increases herein 

authorized in first and second class rates and charges and ~ulti:plcs 

th~rcof} including graduated charges on shipmonts under 100 pounds, 
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shall be published and filed to expire one (1) year after the date 

they become offect1vc~ unless sooner changod~ canceled or extended 

by order of the COmr:lizs1on •. 

IT IS HEREBY :F"ORTHER ORDERED that to the extent departure 

from tho torms and rulos ot Turiff C1rcula~ No. 2 of this Comoission 

is roq,uirec1 to accomplish publication of.' increases heroin authorized, 

authority for such departure be and it is hereby granted •. 

IT IS HEP.EBY Fti'RTE::Jot O?.DERED that the author1 ty herein 

granted is zubject to the express condition that, within siX (6) 

months from the effoct1vo date o'!· slJ.ch incrcc.sod rates and charges" 

applicant will make traff.'ic studies similar to those required by 

the Interstate Commerce Cocmission in Ex Parte No. 163, supra, for 

the purposo of determining the effect on applic~~tts intrastate 

traffic and :revenues of the increases herein authorized and of 

vlhatevcr r~tcs may b..: submitted to the Interstate Commerce Com­

mission in ros~onsc to its direction to applic~t to formulate a 

single scale of rates f.'or nation-wide application; and that tho 

data covering tho results of such stud1~s shall be presented to 

this Commiss1or.l not l~tcr than July 1) 1948 •. 

IT IS, HEREBY ptP.T:~ O?~EaED .that the authority herein 

granted is subject to the turthcr ~~pr~ss condition that npp11cant 

will nov~r urge befor~ this Commission in any proceodingunder 

Section 71 of tho Public Util1ti~s Act, or in any other proceeding, 

tht.t the opin1o,n and order herein constitute a f1ndin$ of fact of 

the reasonableness of any particular rete or chargc1 and that the 
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f11jng of rates und chargos pursuant to the authority herein 

granted will 1:10 construed as consont to this cond1 t1on. 

Tho offective date of this order shall be Doeombor 22~ 

1947. 
Datod at San Francisco, C~litorn1~; this _/?~-day 

of' Decembor 1 1'94~. 


