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Deci~ion No. 53783 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Applicat ion ot RAILWft:[ EXPRESS AGENCY," ". ) 
INCORPORATED, a corporation, to increase ) 
certain intrastate rates and charges for) Application No. 38038 
rail express service within the State of ) 
California. ) 

--------------------------------) 
Eugene M. Prince and Dudley A. Zinko, tor 

applicant. 
J. J. Deuel and Joseph Q. Joynt, for Ca11fornin 

Farm Bureau, interested party. 
VIls.lter H. Moryma~,tor California Stato Florist 

Aosociat1on, 1nterested party. 
J. C. Ka~par and Arlo D. Poe, for,California 

Trucking Associations, Inc., interested party. 
A. C. Porter and B. A. Peeters, for the statt ot 

t~e Public Utilities Commission of the State 
of California. 

o PI N ION -------

By this application filed May 17, 19$6, Railway Express 

Agency, Incorporatod, soeko author1tyto effect a 7 percent increase 

in its tir:lt and second class rates and charges and in var10us ot 

its claSSification rates and charges applicable to its California 

intrastate traffic. It also seek,s to increase 'by 6 percent its 

rotes and charges for the transportation of milk, cre~ and related 

products, and its terminal and switching charges on carload traffic. 

Applicant state:;} that its present rates were established in 1954; 

that sinco that time it has experienced substantial increases in 

its cost~ of operations~ that its investment in operating properties 

has 31so boen increased materially; arid that as a consequence ot 

these circumstances increases 1n its rates and charges are necessary 

to maintain an adequate and efficient express service tor the public. 
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On July II and 12, 1956, oubsequent to notice to persons 

end organizations believed to ~e interested, publ~>.e hearings on 

the application were held 'before Commissioner R. E:. Untereiner 

and Examiner C. S. Abernathy at San Francisco. Evidence was 

Sllbmittod in app11cant' s beha.lf by its wostern traffic manager, 

by its general auditor, a.nd by representatives of. The Atchison, 

Topeka and Santa Fe Railway Company and of the Southern Pacific 

Company, underlying carrier$ for appl1oant. Members ot the 

Commission's statt participated in the development of the record. 

Applicant's western traffic manager testified that the 

proposed rate increases are the same as those which app11c81 t 

est&b11shod earlier this year tor its interstate services, and aloo 

for its intrastate services in other of the Mountain-Pacific states 

except Montana. These higher rates, he said) were established to 

offset increose= in operating eo~ts. He asoortod that tho S&me 

circ~tances which justified the rate increases for interstate 

traffic. and for intrastate traffic elsewhere, apply with equal 

forco to Califo~n1a intrastate traffic, and that the California 

intrastate rates should be inc:r'eased by corresponding omounts in 

order that there may oe a fair distribution of the increased costs 

of the services pertormed. The proposed rates) he 36\1d, ore 

designed to produce revenues to meet the addit1onalcosts with a 

minimum adverse effect upon the volume of applicant's traffic. He 

indicated that for tho latter rea~on no increases are being proposed 

at present in certain commodity rates which applicant maintains to 
1 

meet competitive cond~t1ons or to develop new traffic. 

1 
It appears that about 80 percent of applicant's revenues are 
earned under the rates involved herein and that the balance 13 
earned.under the commod1~ rates. 
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The general aud1tor testified that app11cant's rate 

increaso proposals herein have been prompted primarily by increases 

1n wa.ge rates and payroll taxes which became eftect1ve on December 1 .. 

1955, and on January 1, 1956, respect1vely. According to an exhib1t 

which he present ed, the se wage and tax 1ncreases,' and related 

increa!les whieh have been granted tc employees in cler1cal and 

administra.tive class1fications, w111 add approx1mately $135,000 to 

app11cant's intrastate operat1ng cost Qnnual11~ The exhib1t also 

shows that, with p~ov1sion tor miscellaneous expense increases 

included, the add1t1onal intrastate operating costs total 

npproximately $161,000 per year. The witnes3 est~ated that the 

sought rates, if established, would return additional revenues ot 

virtually the same rumount. 

The auditor witness also presented data. to show that under 

present rates applicant's revenues fall substantially short of 

return1ng the costs of' its services. He said that under governing 

arrangements between applicant and its underly1ng railway carriers 

tho balance of the revenue s rj3ms,in1ng after payment of applicant's 

operating expenses is rem1tted to the railroad companies tor the 

services which they perl"orm. 1l:l the trans;portat 10n 01" express ship­

ments. He testified that under pre~ent revenues and expense levels 

26~97 percent of applicant's ~evenues are available to the rail 

carriero to meet the rail costs of the services involved. He 

asserted: howevor, that studies have developed that,$6.48 percent 

of the revenuos wOl.l.ld be required to reimburse the rail carriers for 

their costa only and that this figure would be 71.8 percent were 

provis1on to be made also for n reasonable return on the raeilit1es 

of the rail carriers which are \J.sed in the transportat1on of express. 

The a\J.d1tor calculated that under present rates applicant's 

California intrastate revenues,. which amounted to *>2,868,000 for 
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the year 195$, were dericient bt more than a million dollars in 

meeting the applica.ble cos'ts and providing 9 rea.s.onable profit. 

EVidence similar in purport to that of applicant IS 

auditor was also pro~cnted ~y the representatives or the rail 

carriers who appeared in a.pplicant's cobalt. T~ese w1tno~3es 

submitted data to show that under present rates applicant's payments 

to the rail carriors for express privileges are not sutric1ent to 

return even the out-of-pocket costs which the ca.rriers incur in 

transportation of express Shipments. A witness tor The Atchison, 

Topeka and Santa Fe Railway Company presented the results of a study 

ot revenues ~d out-or-pocket expenses applicable to six months' 

operations of 11 passenger trains which assertedly transport the 

bulk of the California intra'state express shil?ments moving over 

the lines ot th.s t carr ier'. 
2 

The results of a similar 3tudy covering 

a year's operations of 30 passenger trainswith1n California was 

presented by an engineer for the Southern Pacific Company. According 

to the figures of these Witnesses, the out-ofwpocket costs incurred 

at present expense levels tor tran~port1ng express exceed the 

revenues which The Atchison, Topeka and Santa Fe Railway Company 

and tho Southern Pacific Company receive from tho transportation 

by approximatoly 25 percent and $0 percent~ respectively. Thcir 

.figure:; ind.icate" 1'urthermore, that the passenger train operations 

as a whole are resulting 1n out-of-pocket losses and that 

approx1mately 8 percent ot tho losses ~re from th~ transportation 

It appears that prqct1cally all express shipments which are 
hanQled by applicant move in passenger train serv1ce. 
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or express. S1.l!!lmar1es of the revenue and expense showings of those 

two witne$s0:J are s'~t forth in Tables 1 and 2 below: 

Table 1 

THE ATCHISON, TOPEKA AND SANTA FE RAILWAY COMPANY 

Estimated Revenues and Out-or-Pocket Expenses for Intr:lstato ... 
Passenger 'rra,1ns Handling Expreso Traffic 

Six Months through February: 1956 

Express 
Only 

Reyenue s .... $122, 39l.!. 
Expenses, Ollt-of ... pockot" l52~618 

Deficit" out-of-pocket ~~ ,30,,224 

Total. 
(Passenger, ~ail, express, 

miscel:Laneous) 

~1,07,3,1$9 
1 ... -307,312 

$ 294~1$3 
-:'. 
'Expenseo adjusted to preoont cost levels. 

Table 2 

SOUTBERN PACIFIC COMPANY 

Estimated Revenues and Out-or-Pocket Expenoes tor Cali!orn1a 
Intr~st:lte Pas$enger Trains Handling Expross Traffic 

Twelve Months through May. ,1956 ' . 

Express 
Only 

Revenues .. $ 962,870 
Expenses" out-of-pocket· .. · 1,447 .~99 

Deficit, out-or-pocket 

Tota:l. 
(Passonger, mail, expresS;'" 
___ ,~m~1~s~c~e~1~1~a~n~e~o=u~s~) ____ __ 

.. 

$1,3,593,330 
19,$0J.,220 

~p 511907,890 
·::·Exponses adjustod to pre~ent cost level:!!. 
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At the close or applicantTs prosentation herein a traffic 

consultant for the California State Florist Association requested 

that cut flowGro be oxempted from any rate increase that might be 

authorized in this proc~ed1ng. No evidence, however, was presented 

in support of this request.. In either respects interested shippers 

did not oppose granting of the QPp~.ication. 3 

The record in this proe~eding is clear that during the 

past yea.r applicant has experienced substantio.l increases 'in its 

costs of labor and in other costs and tha.t by the higher rates 

which it would Gstablish it is seeking revenue increases of only 

rumount$ approximating the advancos in its operating costs. The 

record is also clear that a.pplic~nt's present rates do not return 

the costs of the services and that the sought rates also will not 

return all of tho costs. These conclusions do not necessarily imply 

full acceptance of applicant's showing that the revenue deficiencies 

from the operations involved. herein are as great as indicated. The 

showing was developod in part upon averages of applicant's system­

v,ide operations and to that extent is based on assumptions that the 

underlying relationships which were developed for the system apply 

also to the intrastate operations to tho same degroe. Nevertheless 1 

an exact determination of oper~ting results of the intrastate services 

only does not appear necessary in tho present instance. Even on a 

modified baSiS, it appears that applicant has established need of 

its intrastate operations tor the a.d.ditional revenues which the 

sought rates would return. On this basis the proposeld increases are 

3 As. a.n D.lterno;ti ve to the sought exemption for cut flowers the 
consultant for the florist as~oeiQtion requested a continuance 
of the hearings in this matter for a.pproximately 30 days in 
order that he might have opportunity to review the applicable 
circumstances .::l.S they pertain to cut flowers. This request was 
denied. There was no ind1cntion of insuff!.ciency of notice or 
the hearings to the florist associat1on or to any other 
interested party. 
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found just1fied. No finding, however, is mad~ concerning the 

re~30nableness of any particular rate or charge which may be 

ostablishod as a reoult of this proceeding. 

Notwith~tand1ng the rnct that all of the proposed increases 

are herein found justified, no order will be issued at this time 

authorizing increases in applicant's rates for milk, cream and 

related products and in its terminal and switching ch~rges for 

carloQd traffic. Although applicant seeks an incroase of 6 percent 

in these rates, it~ intent io to establish increases corresponding 

to those whieh may be authorized in connection with s~ilar rates 

maintained by tho railroad com.panies in Calit'ornia and which are 

the subjoct of a separate proceeding (Application No. 37697). W::len 

decision theroin is issued, a further order in the present matter 

may be made applying to the ra.tes specified. 

In eonnection with establishment of the increased rates 

and charges, applicant asks that it be pormitted to make them 

effective on 10 ss than statutory not ice. In view ot it s demonstrated 

ne0d for additional revenues to off3et p~e~ent losses. the authority 

in this respect will be granted. 

o R D E R 
~ - - --

Based on tho eVidence of record and on the conclusions 

and findings set forth in the preceding opinion, 

IT IS HEREBY ORDERED that Railway Express Agency, 

Incorpor~ted, be and it is hereby authorized: 

(a) To increase by 7 percent its first and second 
class rates and charges and various or its 
classification rates and charges applicable 
to California intrastate rail express traffic 
to the extent that said increaso is ropresented 
in the proposed rates and charges se'c forth in 
Exhibits A and B attached to the above-numbered 
a.pplication in this proceeding, and 
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(b) To establish and make effoctive rates and 
charges increased a~ herein authorized on not 
le~s than five days' notice to the Commission 
and to the public. 

IT IS HEREBY FURTHER ORDERED that the authority horein 

granted is subject to the express condition that app11c~t will 

nevor urge before this Commission in any proceeding under Soction 

734 ot the Public Utilitios Code, or in any other proceeding, tbst 

the opin1on and order herein constitutes a finding of tact of the 
I 

reasonableness of any particular rate or charge, and that tho tiling 

or rates and charges pur3uant to the authority herein granted shall 

be construed n! con~ent to this condition. 

IT IS HEREBY FURT!{ER ORDERED the. t the authority herein 

granted shall oxpire unless exerc1sed within s1xty days atter the 

effective date hereof. 

This order shall become effective twenty days after the 

date hereof. 

Dated at S;m .F.ra.nc.isco. , California, this /.( ~ --------------------- ----
day of _____ S~E~p~T~E~MwR.E~R ______ ~ 


