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‘BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALiFORNIA

In the Matter of the Application of
MERCEANTS EXPRESS CORPORATION, a cor-
poration, for authority to purchase

and of M. L. MORRIS dba M & W TRUCK
LIVS to sell highway common carrier
certificate and equipment; of MERCHANTS
ZXPRESS CORPORATION to purchase and of
R. E. FORD dba PACIFIC TRANSFIR COMPANY
to sell hizhway common carricr certifi-
cate; of MERCEANTS EXPRISS CORPORATION
L0 _issue promissory notes; of MERCHANTS
ZXPRESS CORPORATION for a new highway
common carrier certificate commrenend~
ing all of the operative rizhts owned
by it after the transactions for which
approval is herein requested have been
consummeated,

) Application No. 30980

VVVVV\JVV\/VUVVVVVV

Douglas Brookman for Merchants Express Corporation wnd R. E..
Ford, Douglas Brooiman and Varnum Paul for M. L. Morris,

applicants. : _
Frederick V. Mielke for Delta Lines, Inc., Valley Motor Lines,
inc., valley swxpress Co., Sacramento-Corning Freight Lines,
Ltd. and Sacramento Auto Truck Company; Frank Loughran =
for Johnson Truck Lines; Edward M. Berol Tor Uregon-Nevada-
Californla Fast Freipght, Tac.; r. &. FORrman and
vWm. Meinhold for Southern PacifTce Comnany and Paeific
wotor lrucking Company, protestants. -
J. H. Anderson for The River Lines, Inc., interested narty.
-

This procceding involves a proposal of Mbrghants Expreﬁs
Corporation to acquire the highway common carrier opcrétivé rights,
certain truclking equipment and'othcr property of M. L. Morris, deoing
business as M. & W. Truck Linc, and the highway common carrier
opcrative rights of R. E. Ford, doing business as Pacific Transfer
Company. For convenience, these pafties will hereinafterlbe\callcd

Merchants, Morris and Ford.
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3y the application on file herein

Morris sceks authority to sell and Merchants secks
authority to purchase the certificate of nublic
convenienee and neeessity granted to the former by
Decision No. 43080, dated June 28, 1949, in
Application No. 27iho, together with couwdpment and
other property deserided in the applications

Ford sceks authority to sell and Merchants sceks
authority to purchase the certificate of public
convenience and nccessity granted to the former by
Deeision No. 43106, dated July 6, 1949, in
Application No.'29§08;

Merchants seeks authority to Lssue two promissory
notes to Morris and one promissory note to Ford;

Merchants scoks an in=licu coertificate of public con~
venicnee and neeossity authorizing a waified OpOorae
tion of sorvice as a highway common carricr cmbraeing
all of the exdsting rights of the partics; ond

Merchants sceks authority to publish a tariff on

five days' notice containing rates botween all peints

ineluded in the proposed unified operation, as well

as authority, where neeessary, to depart from the

long-and-short-haul provisions of Scetion 24(a) of

the Public Utilitiecs Act. ' '

The principal common cexrriers of proporty which provide
serviee in the territorics cmbraced in the Morris and Ford cortifie
cates protestod the granting of the application. Publie hearings
were hold before Ixaminer Bradshow at San Francisco.  Evidence was

reecived and the partices wore heard in oral argument,

Merenont's present operations as 2 highway common ecarrier
are condueted pursuant to a cortificate of public convenicnee and
necessity granted by Decision No. %1240, dated Fobruary 2%, 1948,
in Application No. 28940. Tais cortificate was issued inlpiacc of
other cortificates previously granted covering various portions of
the territory now being served. Generally speaking; the operations
cmbrace the territory oxtending from Healdsburg and Calistoga oﬁ the

north, including San Froneisco, Oakland and other East Bay éitics;,
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ond Livernmore on the east, to San Jose, on the south, serviaz with

some execptions all intormediate points.

The certificatc under whiech Morris? opcrqtions are
conducted authorizes the “ransportation of genoralEcOmmodities, with
cortain oxeeptions, (a) botweon San Franciseo cnd the Hast de‘citieé
on the onc hond, and Stockton, Lodi, Sacramento and North‘Sacramcntb, |
on thc other other hand; and (b) between Stogkton and North |

Sacramento, serving Lodi and Sacramento as intermediate points.

Ford's nighway common carricr oporative rights authorize
the tronsportation bf general commoditics other than houscholdlgoods
and uneratod furniture (2) between Sacramento and Redding and all.
internedlate points located on U. S. Eighways 40, 99~E, 99-¥ and
9935 (b) between Williams and Marysville and zll intermediate points
located on State Highway 203 and (¢) betwoen Marysvillc and Oroville |
and 21l intormediate points locatad on State Eighway 24 and all
intermediate points locatod on an unnumberod highway between Oroville
and 1ts dnterscetion with U. S. Highway 99-%, including serviee to
all points within onc milc of cither side of said highways. Mo
servicee may be rendercd locally vetwoen Sacramonto and Wbodlﬁnd;

including Woodlond.

The propescd purchase price for ¥orris! cortifiecate and
operative property -is $150,000, $10,000 of which was paid updn the
signing of a purchasc agreement. The balance 1g to be paid as
follows: 35,000 within ten days after the effective date of the
Commission's order suthorizing the transaction; $52,500 cvidenced
by an unsceured promissory‘note bearing interest at fbur per ¢ont
per annum payable in 12 months; and $52,500 ovidenecd by anothe;‘"

unsceured promissory notec bearing interest at four Per cent per
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annun paysble in 2% months. It is alleged that‘thc reasonable value

of the cquipment and physical assess proposed to be transfeorred is
approximately 375,000,

According to a purchasc agreement, the proposed considera-~
tibn for Ford's operative rights is {40,000, of which %lO,QOO‘wns
payable upon exceution of the agreoment. The balanee of 330,000'
is to be reproseonted by an wnsceured promissory netve bearing
interest ot four pcr ¢cent por anhum, ay;blo in three annual
installmonts due 12 2% and 36 months aftcr the aporoval of the sale

nas beeome coffcetive.

Morrls testificd that he has been in the trueking business |

for 17 years; that on Septomber L, 1949, he begen opeorations 25 a
highway common carricr under the certificate granted on June 28,
19%9; and that a daily overnight serviee has becn operated without
interruption. He asserted thot the insuguration of operations as
2 highway common carricr was delayed by rcason of th¢ pendency of

ctitions for rohecoring which were denied on August 2 l9+9. it
eppears that since February 6, 1950, Morris has been opcrating out
of Morchants' terminals in San Fraoncisco and Oaklcnd;'and that
Merchants performs certain pick-up and delivery and other terminal
6pcrations under contractugl arrdngcments.’ Some cquipment of
Mefchants has also been leased to! Morris under an iﬁstrumcnt, daved
February 6, 1950. | |

Morris disclaimed having had any intention of selling his
business at the time his‘ccrtificatc was granted. He asserted ,
that he approached Merchants during December, 19u9; with a viow |
to'negotiating o sale, bcchuuc the business had so uncrcmscd that

to provide necessary cquipment it would be nccos sary to obtuln '

. T




A.30980 4n .

adcitional capital. A sale was comsidered preferadle to the

formation of a corporation or partnership or a merger with an
cxisting carricr. The witness has an oral wndorstanding that upPon
consummation of the proposcd transfer he will be cmployed by

o Merehants in a supervisory capacity. He also tostificd that other
interests had approach:d him with tho objeet of'purcnaS1ng.his”
business. It appears that in the carly part of'Dcccﬁber, 19%9;
Morris testificed in another proceeding that he had more éQUipmcnt
th&n required o move the traffic being offored. His cxplun:tion
was thht the incrc~sc in bu51noss began around the first of the

montn in qu»stlon.

An exhibit of reecord sets forth the following data with
respeet to the traffic handled by Morris from Septcmber,through ‘
December, 1949: | o

Nﬁmber Number - Total
of Weight
1949 higmuﬂ Consignors gPounq_L
September 4,956 538 2,232,172
Octodber 5,708 726 ' 2 ”51 ?62‘
Vovember BMO | 837 3, 107 7362
December 506 800 3, 117 975

It was testifiod that the traffic handled during February,
1950, wes substantinlly groator. Figures showing the oxtent of
the inercasce wore not disclosed. This carrier's revenues and
expenses during the zome four months of 1949; aceording to another
oxhibit, wore: '

Total Total | et
1949 Revenues Expenses Erofit

September $16,96%,80 $18,257.36 (51,292 gﬁ)
3cgober 21 h54 Ok 19, ;931,12 *IT'P3 2
Novenbor 24 8% 5.96 22, 366 78 2,%79.13

December ?i=9 5 36 24 769, 14 10672
Total %89 ,23L.5 %E?f%igfﬁa w%fﬁ§7fé§*

) denotes loss




,‘.

.30980 AA

During the same peried, the racord indicates, personal

withdrawings were made by Marris, as his compensation, of #1,851.99.

This omount 1is not included as opirating expensces in the foregoing'

taoulgtion.

Morris furthor oS ificd that the proposed nrice is tho
gmount which he askcd of Merchants and roprosonts the valuc of his
cquipment and supplics, plus the operative right and good will.

The trﬁcking cquipmbnt to be transforred consists of nine trucks,’
18 tractors, 15 semi~trailers and two dollices. Accordmng to an
exhidit of reeord, the net book value as of Decembor 31, 1549, based
wpon original cost less depreciation predieated upon a ;our-ycﬂr
life, which is the method usod by Morris, was $56,96%. 57 The
same oxnibit ihdicﬂtes that by charging dcprccigtion predicatod on
a life of four, five or six yoars, depanding upon the type of
cquipnent and the serviee in which 1t is cnghgcd--tbc bases
observed by Merchants--the nct book_valuo on tho sane date would
be £63,010.28, The depreeiated value of 21 of the wnits is loss.
than $250.

Office, shop, garage and warchouse equipment and supplics
comprisce the balance of the property invelved in tho propoased
tfanéfcr. An oxhibit seots ferth the book value of this pfopofty
a5 $11,832.50, while its cstmmatcd value to Merchants is nlacod
at $9,092.50.

Ford teostified that ne has been in theltrucking and
warchouse busincss for 26 vears; that operations pursuont .to the
certifieate granted on July 9, 19%7, were commeneed on Augu,u 17,
1949, petitions for rehoaring having boeon denmicd on August 92, l9h9,
and that a daily ovarnight serviee hes bean operated without

interruption. He declared that shipmonts‘ﬁrc being piclied up

bm
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cdaily from approximately 75 firms in Sacramento. It was represented
that the traffic handled 1. highway common carricr service during
the last four months of 1949 was as follows: September, 7°é 629
pouncs; October, 796,341 pounds, November, 828,050 pourd 3

December, 727,055 pounds. An exhibit purports to set forth Lhe
revenues and expenses during the same period. A suﬁmary-of thé
data sudbmitted follows:

190 Revenues Exnenses

Scpteﬁber $ 6,600,04 6, 54+6.02
October 7 277 30 6 ,928,29
November 520 6l 7, 7001 02

December 68 6 666.
i '1p2/ L2, 2/

§

The foregoing expense.figures are o a large extent

estimates or allocations of oxpenses chargeable to highway common

carrier as well as other operations.

According to Ford's testimony, he inauvgurated the
certificated operation with a view to developing an adoouatC"
service for consignees in the Saeramento Valley. Thxu wltnc*" also
stated that with traffic from Saeramento rapidly inerecasing and Sodint
Tates with carriers serving arcas south and west of acramento not
yet heving been arranged, he r;alizcd that now caniual would be

rcqumrcd to carry out his uwndertaking.

1t avpears that Ford was contactzd by cox taln inccr sts,
including Delta Lincs, Ine., with & view to acoulrxnv his

erative right, and while he had no previous intention of sel’ing
1t the proposed transfer to Merchants vas latgr agrced upon.. Ford
intcnds to continuc'his other truclking operations and warchouse
business. It was asser*cd that his present cquipment will be used

therein.
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Merchants' president testificd that either an overnight

or twice-a-day service is maintained in the territory it scrves,
operations being conduceted daily,'except Saturdays, Sundays and
holidays. The terminal focilities operated at seven of the largcr
points served, zaid to represent an inVcstmcnt of approximatclyv
$1,000,000, wore deseribed. It was stated that the trucking_’
equipment comprises 380 units of various typcs,‘thc'originAl cost
of which was over §1,300,000, and that additional cquipment is-
availéble as oceasion may require under lease arr;ngcmcnts with
Merchants! parcnt company, the Walleup Drovage andJWérchéusé
Company. According to the testimony, Mcrchants.transpbrts from
60,000 %o 65,0ooxshipmcnts a month, sorving rogularly.app:bximétbly.
4,000 consignors or consignoes. It was ostimated that regular |
pick-ups are made forsbout from 500 to 600 customers in San

Francisco and the Zast Bay cities.

In the ovent that the sought authority is granted; it is
proposcd to render an overaight servieo with carly norning
deliveries at pointé now served by Morris and Tord. ThO‘oporaﬁions
were charactcrizdd'as a through onc-line serviece between *“ne Bay
aroa and sweh points. Morehants' present »ick=up and delivory
facilitios will be used and avgmanted, if neeessary. A largetﬁéw
terminal at Saerominto is contemnlated. It was ronresented th&t,
with the oxcoption of terminal facilitiss in the now tcrritobyf
Merchants L5 cquippad to conduct the operation, 1t now having

surplus ¢cquipment.

A balanee sheet of Morehants as of Decembor 31, 1949, w2s
recoived in evidenee. The Tigures are summarized in the following

tabulation:
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Current assets 20#,303
Fixed asscts 613,996
Invv tnonts and advances 86, 4269
Deferred charges 2 °1h
Total 592 /62

Liabilities

Curront liabilitics $l?3 738
squipment oblizations 367 237
Inter=company sCvancos 168, ,021
Capital stock lOO 000
Donated surplus 25 000

FBarned surplus 1k
Total $92 8,73 |

Data of record disclose that Mbrchant operations ros ultcc

in a loss during cach yeor from 1946 to 1949, inclucive, the amounts
being $3,810 in 1946 $6,327 in 1947, $66,789 in 1948 and 385,000 in
19%9. Its president attributed the oporating loss > during 1949 to

(1) the uxistenee of excossive physical asscts reswlting in ﬂbnormal
depreeiation expense, (2) an ullegcd delay in obtaining ratc rclicf
‘aftér incroascd wagca bocame cfiﬂct¢vc and (3) the effcet of a
warchouse strike vhich lasted three months. He contcndod that
depressed conditions in the used truck market dletated tho advisabil-
ity of retaining rather than disposing of the earrier's surpiuc ‘

cquipment.

Merenznts' president oxpreossed confidence in thé ability
of the corporation to mzke the pavments involved in the Proposed
tronsactions. In hic opinion, the carricr's position willibo
improved tarough obtaining more efficicont use of its physical assets
and its ability to render a more complote serviec to. the publiec.

The reason assigned for acquiring NMorris! cauinment Lo that most
of 1t consists of tractors, which it is claimed Merehants Wwill need. .
Operation of warchousos was mentionod a5 one souree of troffic

available to Morchants. The rendltion of an adoouate

-




4.30980 AL

sorvice from outlying pointe along the Tast Bay and Poninéulc,
which or¢ ropidly developiny industrially, was regarded by the
witness as an important mcans_of seeuring 2ddi¢ on*l traffic.
While it was contonded that o substantisl yolumc\o: ausincgs could
be developed, the witndss mede no survey of tho,p?bbhblu amount
thercef. s | |

4 nunber of witnesses testified on behals of'protcstanté.
A bricf deseription of the territorics involved 5b;this proceeding,

in which service is provided, as indicated by the Tecord, follows:

Delta Linws, Ine., hercinaftor czlled Délta, conduets |
highwey common carrier operation hetween the Bay arca, on the onc
and, and Sacramento and Stockton, om the other hand, sorving
crious intermediste points. Joint rates are maintaincd to and
from points north of Sacramento in comnoction with Sucram»;to.
Corning IFreight Line, Valley Motor Linea, Inc., El Dorado Motor

Transport Company aad Sacrazmento Auto Truck Comnhny.

Valley Motor Lincs,'Inc. and Valley Zxpress Co., haroine

after colleetively czlled Valley, operates betwosn San Freneiseo,

points on the Zast Bay ond San Jose, on the onc hend, and the
Saeramento area, the territory betwccn Stoekton and Sacr~z ento *nd\
points north of Sacramento as far as Chico, on the othor hond.
Vallcy Bxpress Co. also serves points as far north a&s “*ddinQ.‘ It X
nubliu“us Jjoint rat tos with Sacramonto Corning Ffeight vinss, whdich

acts as underlying carrier for the Ixpress Company.

Sacramento Corning Treight Lines, hereinaftor callad

Saeramonto Corning, operates bhetweon Sacrﬂmcnto and Redding snd

waa

internmediate voints on . S. Bighwey 99U nor*“ ‘of Woodlané. It

also oporatas between Szeramento and Folsom,

-10-




Jomnson Truck Lincs, hercinafter called Johnson,;opcrdtcs
28 ¢ highway common carrier between San Franeiseo and East!Bay cities
on the one hand, and Yuba City, Morysville, Chico, Orovillé and -
points between those communitics, on the other hand. Tt also. ..
opurates as 2 radial highway common carrier and highway contracet
carricr botween thc Bay arca and ecrtain other Sacrcmcntb VailcY

points. - | | :

t

Orcgon-Noveda-Celifornia Fast Frcight, horoinafter called
0.N.C., operates os 2 highway common carricr between San Francisco

.-t'Bay, on the onc hand, and Rod Bluff, Redding and points
betweon those communitics, on the othor hand, as well as betwbcnv‘
Chico ond Nied Bluff. An application for a highway common corrier
certificate to provide a scrviee betweon Sacromentoe and the Red Bluff.

Redding arca is pending on rohearing in Application No. 29%77.

Southern Pacific Company or Pacific Motor Trucking Company,
or both, neroinafter collectively called 3,P.-P.M.T., serve

virtually cll points covered by the Morris and Ford operative rights.

The record doos not contain o definite showing with
t to the scrvicc rendered bty protestants. Ono witness
testificd that Johnson mointains an overnight serviece to‘ail of |
the points it serves, whoreas the others do‘hot. His oxplanation
cf this sssortion was that, while »is compctitors offer 0vcrmight

service, they do not in actual practico render such 2 service onm.

many occasions. 0.X.C.'s president declared that his company gives

a daily overnight service to the Red Bluff-Redding area. 4n
exhibit was presented deseribing the method employed by S.P.=-P.M.T.
in transporting leoss=-carload freoight from San Froneisco, Oakland

and Szeraomento to destinations in the Sacramenteo Valley. Tho

-1~




schedulad arrival times (before commanccment of deliveries) range
from 7:00 2.n. tp'll:3o 2.m. on the day after depasture Trom poiht
of origin. | |

hecording to the reeord, the trucking cquipment of Delta,

Saeramento Corning and Johnson consists of 197,-26‘and &4 units;
respectively, of various Typas. An eoxhidbit introduced by Dalta
purports to indieate that its terainal faeflitics, lcaséd frqm an
affiliated company, represents a book cost, lcss.doprcciation‘ﬁﬁt

neluding cost of land, of $212,477.

Ralance snoéts as of Docember 31, 1949, were prosented by-
ta, Sacramento Corning, Valley and Johnsoa. Inasmuch as income
S
revicew of the balanec sheets ic wanocecossary. Tho current s3z0ts
contrasted with the curront 1iabilitics oppear in the following
tabulation:

Curront Current
Asseots Lishilitdies

Delta | H12)., 041 5127,932
Sacramento Corning §3,273‘ 16,233
Valley Express Co. 343,169 257,221
Valley Motor Lines 121,510 240,383
Johnsor ' 28,545 &4, 974

A summarization of these carriers' revenuas, oxpenses and
? "

nct operating income for the year 1549 follows::

' Net
Oncrating Oporating Operating
Revenues Exponsoes Ineome

Delta 51,438,702 41,388,061 450,641
Sacramento Corning 173,118 174,90k (1,736)
Valley Zxpress Co. 1,967,995 1,927,758 40,237
Valley Motor Lincs 2,005,417 2,029, 57% O, M3
Jonnson . 672,937 666,061 6,876

( )} denotes loss
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Johnson's revenues include $206,865 derived from pormitted
carrier op:irations. The oxponses shown cover both nernitted éarricr
and highway commuon carrier operations, no sigregation having beon
made. The figures for Valley includce oporations bevond the arcds
involved in this proceeding. The rovonue from traffié between the
Zay area ond the Merris-Ford éorritorios by Valley was indiéctdd
as $676,330. The revonue rcccivéd by 0.N.C. frem “raffic botwen
Bey points and the Red Bluff-fivdding arca in 19%9, it president
testificd, Qas $186,571. It was stoted thot approximctcly:$55;000‘
of Delta's rovenuos was recoived from joint=rate traffic with ca;rier

operating in the territory sorved by Ford.

Dclta'é prosident roferred to o rocoat “raffic~flov study ?
conducted by one of the Commission's trangportation cnginucrs. Ho
daclored that the study disclosed that shipments hondled by pormittcd
earriors between the Bay arce and the Stockton and Saéramcnto arcds |
passing cortain weighing staticns on Avgust 2, 3, 4, and 5, 19495'
in weight blocks df less then 4,000 pounds averaged only ~beout 25‘

ons por day. According te an oxhibit, 66 per cont of Doltn~'s
‘tonnage passing the same welghing stations on August 3 and %;;19h9,
consisted of shipments of loss than‘h,ooo pouncs. Ano*hcrjcxhibit
indicates that of the traffic handled by Delta during October, 198,
60 por cent of tho tonnage comprised shipmonts wcighing less than ’
5,000 pouncs. Corresponding figurces shewing the revenuo rcccivcd,
by weight brackets, were not submitted. In the opinion of the
witness, these data deomonstrats the importdnce of small-shipmcnt
traffic to the oxistonce of comicn carriers and their ability to
remain in opcration;' He acserted that 4if any substantial quantity
of freight 4s attracted to the Morris line, rogardless of ownership,

Lt will consist of troffic diverted frum existing coumon carricrs,

-13~
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there being, in the spinien of the witness, a very limited amount

of acditional traffic available to common carricers.

Upon taking into ennsideration tho tonnage handled by

Valley, Delta ond 3.P.-P.M.T. in tho so-called Merris ares, it was
|

cstimated thet Delta would lose the rovenue on approximately 55 per

-

cent of any tonnage diverted frem <he present common earricrs. Aftor
studying the cffect of velume of traffic upen expenses, computaticns
were made based on Delta's dncome for 1949 for tho purposc'of spowing.‘
The rosult of revenue losscs'upcn 1ts operating income.‘ A summaiy

of the conclusions reached follows:

Onerating
neeme

Year 1949 $50,000

Assuning $100,000 reduction in rovenus 12,363
" 132,.298 m " t -
" 200,000 " " " (25 T1k)
l 300,000 noow T,

(— donotes deficit |

—)

Accerding to figurcs used by Delta's prosident, if the
Yerris ling's rovenue isvincioascd threefold Dcltcfs loss in
reveaue would be %330,000. On this asswmption, if Morchants is
succassful in doubling Morris? prozcné rovenue the roduction in

carnings would be $165,000.

An estimate was mede of the offcet of a dccrgasc
Johnson's revenues. It was assumed thet overhead oxpenses
rcmaiﬁ as they ore and that dircet expenses would centinue -
reflect thce same pareentage relationship to revenuos as in 1949, 45
contrastad with an operating income of $6,376 in 1589, the

caleulotions indicate thot o deercase of five per c:nt in rovenue

d
would redvee this amount % w2,330, while o ten por cont deercasce

would result in an operating loss of $11,280. Tho figures uscd’in

-]l
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the computntions include rovoauces and cxpensces covering pernitted

czrricr onsrations, upon which 30 per cent of the revenuves are

éerived.

Loplicants ecntend that the sole quostion presonted for
deelsion iz whether the proposed transfers will'bc comtrazry Lo the
public intercst. Their couns&l; in oral "rgumcnt assorted thot
suckh & finding cannot be made ﬁpcn the record horein. He deelared
thet the financial condition of Merchants -- rcforrcd‘to as-one
of the oldest highway common c§rricrs in the State ~- fully supports
1ts ability to incur the proposed obligations. The granting of the
application, counsel stated, wﬂll'not only porpetuate but
strengthen the opeoration found: to be required at the tine Morris
was grantod o cortificate. Tho cfferts of cortain others, including
one of the-pretestants, to accemplish the seme purpose as Morchants
is cndeavering tc do was charaﬁterizcd 2s an admission thot the

granting of the application will be in the public interest.

Protestants strcss'thc sudden desires of lMorris and Ford

to dispore of thelir highwayfcommon carricr opcerations within a
bricf period after ccmmcnciﬁg cporations. Théy contend that,
upon onelysis of the reco*d5‘it is clenr that both Yorris and
Pord are cperating ot 2 lo*" and are disappointed 2t the outcome
ol theclr oporations os hignway common carricrs, Merchants?! operating

055825 Auring the lost four yours - a por10u dering wvhich 1ts
ov»ratﬁona wore boing oxpanded -- were roferred to. Tho obscrvation
was mzde that the mere Merchants cxpanuca its oncr.....icn¢ tmo

greater 1ts losses beeame. Protostants' counsel asserted that
under the eircumstances, it is inconceivable that o merger of the |
oporations of the three qppWicants -=tormed oither deficit or

nmarginal cperators -- would result in a nrof‘tablc opo ratmon.

-15-
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It is contended that Merchants does not need the cquipment it
desires to acqulire from Morrls. Counsel questioned the financial
ability of Merchants to mect the obligations it is here wundortaling

in addition to othcrs listed in its balance sheet.

Protestants furtaer contendfthat the certificates granted
to Morris and Ford were issued in accordance with a policy -=-
declared in Decision No. 42546 in Case Yo. 4323 == primarily
beecause they were already in the ficld. They wrge that the
Commission should not mder these circumstances pcrmif carriers to
benolit themselves by disposing of their certificates when they
have operated thereunder for very shorﬁ periods. Protestants
also assert that there ic no need for a new or 2dditidnal‘éervice5
such as Merehants contemplates, and that the granting of the

application will be injurious to carriers now in the ficld.

For the foregoing rcssons, protestants contend that to
grant the application would be contrary to the public interest.
They urge that if, howe&er, the proposad transfers are authoriéed
the Cbmmission should not pzxmit l.orchants to establish tarough
sérvice or publish joint rates between roints embréccd in the
Morris and Ford operative rights. It is argued thet the Cdmmiséion
has the authority to imposc an appropriate restriction to prevent

the conneeting up of the two rightc, citing In r¢ 4pplication of

Tunzi (Decision No. 36305, Application Wo. 25442), 45 C.R.C. 143,

and should cxercise 1t in the instant proceeding.

In reply, applicants'! counsel cited sovoral ocaer recent

proceedings in waich transfers were authorized notwithstanding that

the transforor or transferce was operating at a:lBss. He argued

that Verchants' losses were due to abnormal conditions aﬁd'do'nét

«lb-
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indicate an 1nabilit& TO carry out Iits proposals. The contention
tkat Merchants will oe overloading itself with'equipment by
acquiring that owhed'by Morrls was refuted. According to counsel,
the Morris and Ford certificates were granted under the ordinary
and established rules of public convenience and necessity, asido
from the so-calied‘"liberal policy” of the Commission. The
srgument that Merchants would take consideradls traffic from
protostants was characterizéd as an Indictment against protd;tants'
services. It was rurther argucd that tho prOposcd acquisition will
be a great benofit by affording an improved competitive dircct-lino
service to the entire Sacromento Valley. Finally, it is urged that
8 restriction, os suggested by protestants, is not Jjustified,
becausé the question of public coﬁvehiencc and neceossity 4is not

involved in this procecding, citihg In ro Genersl Transfer Co. -

Pacmic Freight Lines (Decision No. 442193, Application No. 29657),
48 Cal. P.U.C. 281.

We are convinced thet Merchants iz in a position to carry
out the project It 15 seoking suthority to undertake. Moroover,

authorization of the transfers will enable Merchants to provide-

) ”

service between ﬁany points where no direct highway common carrier

service 1s in operation.

The evidence and argument presented by protestants have
been scrutinized in & most thorough manner. Their request that &
restriction be imposed preventing the connecting-up of the two
cperative rights by the establishment of through service snd joint
rates, in the event that the proposed transfers are approved, has

8L30 received our attention.
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Upon the facts presented, the Commission finds that the
public Interest will not be adversely affected by approval of the
transfer of opeiative rights and properties with which we are here
concerncd, provided that such approval be subject to a condition
ihat Merchants shall not in the future operate any through service
or establish any th:ougn or joint rate between points embraced in
the Morris and Ford operative rights, wnless such service is
operated and such rates apply only via Sacramento, Stockton or
Loédi. The necessary authority will, therofore, b¢ granted. However,
the getion taken herein shall not be construed to be a2 £inding of
the value ¢f the properties hercin authorized to be trznsferred.
Our conclusions herein should not bo understood as senctioning
efforts to obtain certificates for purposes of speculation or sale.
In this connection, Merchants is admonished to comtinue in effect
the character of service from Sacramento-which‘was contemplated

at the time Ford was granted a certificate.

We further find, upon the record in this proceeding, that
the money, property or lador to be procured and paid for by
Merchants through the issuc of promissory notes herein aufhorized
is reasonably required by it for-the.purposes herein stated. The
issue by Merchsnts of the one note for $52,500 payable in 12

months need not be authorized by the Commissiqn.

As hercinabove mentioned, upon consummating the proposed
transfers, Merchants secks a new consolidated certificate in lieu

of that which it now posscsses and those to be acquired from

Morris and Ford. Tais, of course, would necessitatc revoking and
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amulling the operative rights now held by Morris and Ford. It is -7
desirable that operative rights of a carricr be cvidenced by a
single certificate. Eowever, under the tcrmsvof the purchase
agreements the payments for Morris' certificate will not:be
completed until two yecars after the colffecetive date of our ordcr.
Similarly, rord will not receive full payment until three yuars
rave elapscd. Under such circumstances, and in vicw of the res-
triction which will be imposed against the rendition of through
scivicc or the cstablishmeat of through or joint ratecs detween
points cmbraced in the Morris and Ford opefativc rigﬁts,’wc arc of
the opinion that an in-licu ccrtificatc'shouldvnot be issued at

this time. To this cxtent the application will D¢ denied..

Merehants also contemplates publishing in 2 new taiiff
on five days' notice rates between all points it may be authorized
to serve. It is represented that some rates arc or will bcyhpon
the levels herctofore prescribed by the Commissién as minima.
Relief from the 1on~-and-short haul provisions of Scetion 2%(#)
of the Public Utilitics Act is desired in instances whore snipments
arc transported over routes through intormediate points at which
higher minimum ratc# apply. Mo showing havinﬁ oeen made wita
respeet o the proposed rates or the oDCCi i¢ ¢as¢es as o vnich
Scetion 2%(a) relief is desired and tqo justification thcrcfor,
pcrmi'sion to publiah new rates on fivo days? noticc or to dcpurt

. from the reg irements of Scetion 2k(a) will not be authormzcd
in thig procecding..
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Application a¢ above ontitled having been filed, publié
hearings having been held thercon and based upon the evidence
reecived and the conclusions and findings set forth in the

preceding opinion,

IT IS ORDERED:

(1) That ﬁ. L. Morris, after the effective date hcroof“
and on or before July 1, 1950, may sell ond transfer to lorchants
Expross Corporation, a corporation, and the latter may acquiro'and,
purchase, the cortificate of public conveniconce and'nué ssity granfcd
to M. L. Morris by Decision Ne. 43080 in Application No. 27140, and
the sutomotive cquipment and othor property, to vhich reference is
made in this deeisfon. Said sale and transfor siell be subjeet to
the terms and conditions scv forth in a purchasc agrcomcnt; a
copy of which appddrs as Tzhibit "A™ attached to the application

on f4ilc heroin.

(2) That R. E. Ford, after the offective date hercof znd
on or before July 1, 1950, may scll zand transfer to Merchante
Szpress Corporation, 2 ¢orperation, and the latter may acquire
and purchasc, the certificate of public cohveniencc and neeessity
granted to R. B. Ford by Deciszion No. 43106 in Application No. 29308;
Sz21d sale and transfer shall be subjoet to the terms and conditions
set forth in 2 purchase zgreement, a copy of which appears as.

Dehibit "C" attached te the application on file herein.

(3) That Merchants Zxpress Corporation, a corporation;
be and 4t 15 hereby authorized, on or before July 1, 1950, o issue

an unsceurcd promissory note pavable to M. L. Morris in the

principsl sum of £52,500.00, with interest st the rate of four (M)

=20~
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per cent per annum, for the purpose of acquiring the certificate
of public convenienc: and necessity, automotive and other property,
to which reference 15 made in paragraph (1) of this order,'éaid

note to be payable twenty~four (24) months after the effective date
of this order.

(%) That Morchants Express Corporation, a corporation,
be and it is hereby authorized, on or before July 1, 1950, to issue
ap unsccured promlssory note payable to R. E. Ford in the principal
sunm of $30,000, with interest at the rate of four (%) per cent per-
annum, for the purpose of acquiring the cortificate of publi¢
convenience and neeessity, to which reference 15 made in paragraph

(2) of this order, said note to be payable in three (3),équai

installments of 810,000 cach during the twelfth, twenty-fourth and _,

thirty-sixth month after the effective date of this order.

(5) That the suthority herein granted is subject to the
following conditions:

(2) Merchants Express Corporation shall not in the
future operate any through service or establish
any through or joint rates between any point
authorized to be served under the certificate
of public convenience and necessity to be acquired
from M. L. Morris and any point authorized %o be
served wnder the certificate of public convenience
and necessity to be acquired from X. E. Ford,
unless such service ic opérated and such rates
apply only via Sacramento, Stockton or Lodi.

The authority herein granted $0 issue notes will
become effective when Merchants Express Corporation
has pald the fee preoscribed by Section 57 of the
Public Utilities Act, which fce is $83. .

Within thirty (30) Qays after the consummation .of
the transfers hercin authorized, or either of them,
Merchants Express Corporation, a corporation, shal
notify the Commission in writing of thaot fact and
shell within said period file with the Commission

a true copy of any bill of sale or other instrunent .
of transfer which may have been exccuted to cffeet
s2id transfers or transfer. o
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Within thirty (30) days after the oxocution thereof,.
Morchants Expross Corporation, & ¢orporation, sheoll
fille with the Commiasion true coploes of promissory
notes issued pursuant to the authorlty horoin grented.

Applicants shall comply with the provisions of Goneral
Ordor No, 80 and Part IV of Gencral Order No. 93-A,
by filing, in triplicate, and concurrently making
cffoctive, oppropricte tariffs and time schedules on
not less than five (5) days' notice to tho Commission
end thoe public.

(6) That 4n all other respects the applicition in this

procceding o and it i3 horeby deniecd.

Except 43 hérein otherwiso exprossly provided, tho

offoctive date of this ordor shall be twonty (20) days aftor tho;l

date hereof.

Datod atAféZé:Lﬂ—kak&z&ﬂd;hﬁdL_—’ California, this FgE¥

day of ) 2z , 1950.
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