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In the Matter of the Application of
RAILWAY ZXPRESS AGENCY, INCORPORATED,
for authority (a) to provide collection
and delivery of express shipments by
motor trucks operated between Oakland
and termini in the Zast Bay area; (®) to
close its offices now serving said
termini; and (¢) to change the waybilling
of shipments from said offices to the
Ogkland office thereby Increasing cer~
tain intrastate charges.
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and Station Employees; Exnest G. Jornm, for
Richmond City Council, protestants.

Robert T. Anderson and Robert P. Berkman, for
CLty of Berkeley, interested party.

William R, Peters, for the Commission staff.

OPINION

Railway Express Agency, Incorpoxated, éperates as an
express corporation in the transportation of proPetty 6ver the lines
of railroads and other transportétion companies between points in
this State .1./ It is so engaged also throughout_ the United States and
to énd from 42 fore:i:gn countries. The Agency propo'séé to comsoli-
date its express operations in the East Bay area by fpmishing
' collection and delivexy sexrvice by motoxr trucks directly between its

Oakland office and 16 othex East Bay commumities now served by 13

seﬁarate offices. 1t also proposes to make Oakland the waybilling

1/ Applicant will sometimes be hereinafter referred to as "the
Agency"‘ ‘ . ' .
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point for all shipments forwarded from, or delivexed to, the
commmaities now served by said offices.

As a necessary step in the execution éf the foregoi.pg |
plan, the Agency seeks authority by this application, as amended,
as follows:

(L) To close the express offices now mzintained at the
13 points in question, viz.: Alvarado (a district within
Union City), Berkeley, Hayward, Lafayette, Livermore, Newark,
Niles (a district within the City of Fremont), Oxinda,
Pleasanton, Richmond, St. Mary's College, San.LeandS:o and
Walnut Creek. |

(2) To increase rates and charges to the extent that
such will resﬁlc from the proposed tramsfer of waybilling
of shipments from the 13 offices to Oakland. |

(3) To operate as a highway common carrier (as defined
in Section 213 of the Public Utilities Code) in the trans-
portation of property, exclusive of certain' speqif‘:t‘ed
articles, between Oakland, Berkeley, E1 Cerrito, Fremont,
'Hayward, Lafayette, Livermore, Newark, Orinda, Pleasanton,
Ricbmond, St, Mary's College, San Leand:zco, San Lo::enzo,

San Pablo, Union City and Walnut Creek. At the same time
revocation is sought of the certificate by which the
Agency is presently authorized to’ operate as a highway
common carrier between Oaklénd, San Leandxo and H.aywa::d.y

Public hearing of the application was held before Examinex
Carter R. Bishop at San Francisco on Februaxy 1, 2 and 3, 1960. With

2/ EL Cexrito and San Pablo are within applicant’'s collection amd

delivery limits of Richmond; San Lorenzo is wz.thin szid iimits
of Hayward.

3/ The certificate in gunst:.on was granted by Decision No. 39874,
dated January 21, 1947, in Applicationm No. 23122,
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the £iling of concurrent briefs on February 19, 1960, the matter
was taken under submission. |

Evidence was adduced on behalf of applicant by its
president, its regional viece president, the superintendenﬁ of its
Northexrn California, Nevada and Oregon' Division, and by seven
shipper witnesses. No evidence was offered by other part:‘.es to the
proceeding. The granting of the applicatioﬁ was opposed by the
Richmond City Coumcil, by the State Legislative Committee of i:he
express cuployees' brotherhood and by United Parcel Service. The
City of Bexkeley appeared as an interested party. Comsel for
these parties. and a represcntative from the ComiSS-ion"s" staff
participated in the development of the recérd through_ é:_camination
of applicant’s witnesses. | |

According to the application, the proposed revanping of‘
the Agency's operations in the East Bay area will have the effect
of: (’1) providing improved express servicev to tae com-l.ties
sexved by the carrier’s East Bay offices, through more expeditious
handling of shipments and provision of collection and delivery

service in many areas not now so served; (2) reducing charges on

air express traffic, and on some szrface shipments, moving from

and to the points involved herein;” and (3) reducing substantially
the Agency's operating cosis in the East Bay area. me‘es;m«;ed
savings amount to $32,000 per yeax. | |

The proposed comsolidation of Zast Bay offices, the
record discloses, is ome of many such consolidations which the
Agency is wmdertsking throughbut the United Stetes. In California

alone applicant plans centralization of operations at various key

4/ The record indicates that the increases in rates resulting from
the centralization of waybilling in the Qakland office will be
minox. :
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points which, if accomplished, will affect some 97 offices. The
proposed consolidatioms, the president stated, are one phase of
applicant's nationwide program of modernizing its facilities and
operating practices, in am attempt £o reverse the continuing dowm-
ward trend in the carrier's surface traffic and revenues, and to
meet effectively the competition of other tramsportation agencies.
Assertedly, the modernization program is made impexative by appli~
Eant's precarious financial condition. |

Historical Background

The history of applicant mmd its predecessor companies
was reviewed in some‘ detail by tke president. The ecxpress service
dates back to the early 1830's when a railroad conductox began tb
carry small packages personaliy over his run. By 1838 he had given
up his railroad job and wa§ advertising a weekly express service
between Boston and New York. To remder this service he contracted
with railroad and steamboat companies to carry a box wherein he
packed express shipments, for which he agreed to be responsible.

The express business grew rapidly. 3y 1886 it had xeached
the point where the United States Supreme Court said: | "It has
become a public necessity, and ranks in importance with the mails
and the telegraph.' 2 In some ir.sz:anceé railroads conducted thei'r
own express business; however, the general practice was fo? a ;:aii-
road to contract with an independent cxpress company to tfamsport
express matter ovexr the railroad's lines, the express cowpany itself
collecting and deliverying express matter, handling it ét terminals,
waybilling the shipments, collecting the charges, and doing the

accounting.

S/ Express Sases (117 U.S. 1,20.)
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Between 1839 and World War I many e:ipress compéniés wexre
formed but few survived for long. 3By 1917 there were only seven,
four of which handled 95 percent of the nation's express business.
These four coﬁ:panies were Adams, Americén, Wells Fargo and Southern.
Wells Fargo & Co. Express was founded in 1852. With headquartexs
in San Francisco (prior to 1900), it became the pre-eminent ‘express
company not only of California but of the entire West.

In 1918 the cxpi:ess business of the four above-mentioned

- | &/
companies was talken over by American Raillway Express Company.
This was a war measure in which the Federal Director General »f the
railroads agreed to contract with a simgle mexrged corporation fo;: the
latter to conduct the express business as his agent. After the
tereination of Federal control American Railway Express contiﬁv_.;ed
to operate taroughout the country until March 1 > 1929, when its
opexations were taken over by' Railway Express Agency > Inc., tae

applicant hexein.

The distinctive feature of the Agency, as contrasted {oith‘
American Railway Express, is that the formexr is owned by the rail-

roads themselves. According to the record, when the Agency took
over the express business in 1929 its ownership was represented by
1,000 shaxes of stock held by 85 leading railroads. As of the
present, the Agency has retired 35 shares and the rest are owned by
65 railroads. In addition to its agreement with the owning roads;
the Agency bas contracts with other railroads and with highway,'

air and water carriers for transportation over their respéctivé

lines. Altogether, applicamt has domestic 1ine-baul’se:vice over
328,000 route miles. |

6/ After the above-mentioned changeover, Adams and Axmexrican
continued to operate in other types of entexrprise; Wells Faxgo

gt%ll engages in the transportation of express in Mexico and
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The most important of applicant'’s contracts is the
Standard Express Operations Ag:reement (sometimes hereinafter
referred to as the "Standard Agrcement"). The current agreement is
that which became effective October 1, 1959, Applicant, the
president testified, bas never paid a diﬁdend and does not pajr out
revenues to stockholders as such. Under the terms of the Standard
Agrcement it accrues no met earnings and "shall have no ‘n.et. taxable
income other than profit on real property and equipment sold".
Applicant pays its wages and other expenSes. The line-haul carriers
which are parti:es to the Standaxrd Agreement arxe ‘pa:‘.d» whateeer may
be left after direct expenses of applicant have been paid. These
latter payments are made to the varlous umnderlying carriers in
accordance with a formula set out in the Standard Agrccment.

The arrangement just described has prevailed ever simce
1929, when the Agency took over rall express service. Under the
current agreement said arrangement will continue in effect umtil
July 1, 1961. ZEZffective with that date 2 new basis of cod:pensation
to the underlying railroads will go into operation. The roads will
be paid on the basis of agreed rates per express car=-foot im’.le of
tran.,portat:.on sexvice rendered. The rates will be provisional,
intended to xeflect the out-of-poc;cet costs of the railroads.
Beginming with January 1, 1963, the cax~foot mile rates will be
based on a uniform out-of-pocket cost formula. Apother ‘featuxe of
the new arrangement, effective July 1, 1961, is that 50 percent of
any profit which the Agency may make will be paid to the xailroads.
The remainder w:.ll be put back 'Lnto the e:cpress business for
development and modernization.

Financial Pos:a.t::.on of’ Apglicant

Since World War' I1, the president testified, the Agency's

payments to the raillroads parties to the Standard Ag:eéuient have

5=
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fallen faxr short of meeting the costs incurred by those carriers

in carrying express matter. Deficits, he said, have run into.
millions of dollaxs. These are out~-of~pocket deficits, no overhead
or return on investment being considered.7 The railrdad déficits
increased each year, reaching $40,000,000 in 1958, for the country
as a whole. | | |

The situation came to a head in December 1958 when a major
eastern road gave notice wnder provisions of the Standard Agreement
that it would withdraw from said agreement on Januaxy 1, 1962, With~-
drawal of one major carrier, the president testified, would bave
precipitated withdrawal by all, which, in tumm, woulé have made
liquidatio% of the Agency mandatory under other provisions of the
agreement. Accoxding to the witness, the only altermative would
have been netiomalization of the Agency's express business. He
pointed out that a bill had been iutroduced in thé United States
Senate proposing that the express operatioﬁ be taken over by the
Post Office Department. |

At this crucial point, the record indicates, applicant
took immediate and drastic measures to sa‘ve itself. It practically
stopped advertising and pbstponed equipmént maintenance. E:;ecuﬁivé ’

administrative, sales and overhead cxpenmses were slashed; departments

7/ TIn recent years this Commission has found, in several zate in-
crease proceedings of the Agency, that the rates in effect at the
time were not returning the costs incurred in the performance of
the California intrastate express service. The most recent
statements are in Decision No. 58313, dated Apxil 28, 1959, in
Agplication No. 40678, and in Decision No. 59856, dated Merch 29,
1960, in Application No. 41607.

The Standard Agreement in effect 2f that time was one adopted
Maxch 1, 1954, Both the 1954 and the 1959 agreements were
approvecd by the Interstate Commerce Commission.
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were reorganized; and the retirement age of employees was réduced
from 70 yeaxrs to 65 years. Other measures were adopted to cut costs
and improve operating efficiency. Additionally, express rates were
increased by 25 cents per shipment in some texritories énd 325 cents
in others. These increases became effective on interstate traffic

9
September 1, 1959 ._/

As a result of negotiations with the railrocads: the Agency,

in July 1959, obtained unanimous comsent to cancellation of the

Standaxd Express Operations Agrecement of 1954 and consent of 157

railroads to a new agreement to be made cffective October 1, 1959.
Undex its terms, no railroad could withdraw from the new agreement
prior to July 1, 1951. The parties to the 1959 agreement included
the aforementioned eastern road and all major railroads of the
country except one in the middle Vest.

As previpuSIy pointed out, the basis of compensatiorn to
the railxoads for transporting the Agency's express traffic will be
radically chenged, effective July 1, 1961. Thercafter, payments to
the rail lines will be on the basis of their out~of-pocket costs of
transporting said traffic. They will not merely recefve what is lefc
over after the Agency's own expenses are paid. This means that the
Agency will then bave to "stand on its own feet" fina;nc’ial‘ly; it
will no longer be able to xely on the contracting rail lines to
carry it aleng. Moreover, the president pointed out that the Agenmcy
has a relatively short tixe in which to get on Its feet, mce any
railroad may cancel its contract with the Agency on or after July 1,
1961. -

An importent feature of the 1959 agreement is that it
gives freedom of routing of shipments by the Agency so that the

S/ An increase of 35 cents per shipment, with exceptions, in cppli-
cant's California intrastate rates was authorized by this

Commission in Decision No. 59856, dated Maxch 29 1960, in
Application No. 41607.

~8-
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latter is no longer tied to the rail lines and is not required to

divide business among the contracting railroads on an obsolete
traffic pattern dating back to 1926. Express traffic can now be
‘routed in the interest of speed and efficiency. Another signifi-
cant effect of the provisions which will become operative ‘:In 19561,
the president stated, is that the officers and employees of the
Agency will have an incentive to make the business a ptefitable one.
Such incentive was lacking under the old basis of compen_.safing ‘the
railroads. | . -
The Agency's nationwide program of closing many of :‘.t's
smaller offices for the receipt and delivery of express, and of
centralizing operations through the larger terminals, is ome part of

its immedlate program of modernizing the sexvice and of mprov:.ng
its fmanc:x.al position.

The E;sast ‘Bay: Service _ ‘

| A.ll shipments moving via applicant from and to the offices
involved here:'.r_z pass through the Oakland terminal. Originally all
of this traffic, except that originating at or destined to Orinda,
moved vid rail from and to said offices. W:Lth one exception, the
shipments now are tra:dsported between Oair.land and said offices by
motor truck. Express shipments from and to Richmond move largely
by Southern Paciflc boxcar between that point and Oakland. A small
volume of Richmond express traffic is handled by Santa Fe passenger
trains. The Agency makes deliveries with its own trucks Srom its
Richmond terminal to consignees located within the Rickmond delivery

[

limits, which include also E1 Cerrito and San Pablo.

10/ Wbere, in this opinion, operatiozms are described imvolving the
delivery of shipments to comsignees in the subject East 3 22
commmities It is to be understood that the Teverse of sucn
operations obtain in the collection of shipments from con-
signors located in sald commumities.
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The record indicates that presently sihipments consigned to
Bexkeley are delivered direct to comsignees from Oakland in appli-
cant's trucks. Shipments to Hayward (i.néluding San Lorenzo)' and to
San Leandro, are transported from Oakland in applicant's line-haul
trucks to its offices in those commmities, deliveries to consignees
being made from those offices in local delivery trucks. Shipments
to Orinda, Lafayette and St. Maxy's collégé are transported from the
Oakland terminal to applicant's offices in these commumities via.
Mexrchants Express o£ California, a bighway common carrier, wader
contract with applicant. Consignees obtain their shipments aﬁ th;z
aforesaid offices. Applicant at present provides no store-door or
home delivezjr sexrvice in these commmities.

Express shipments to Alvarado, Newark, Niles, Pleasanton,
Livermore and Walnut Creck, the recofd shows, are transported from
the Oakland terminal ﬁo applicant's offices in these commmities by
Pacific Motor Trucking Company under conmtract with applicant. Store-
doox and home delivery service axe provi.déd by applicant's local
trucks at Livermore and Walnut Creek only. In the other foux commm-
ities named delivery is taken at applicant's offices.

Undexr the proposed comsolidation plan express shipments
would be transpoxted in applicant's trucks directly between the
Oakland tgmin.al and premises of patrons in the commumities where
such direct pickup and delivery is no%lnow per;’omed, a:gd the local
offices of applicant would be closed. Az previously stated, tais
method of operation is now in effect in Berkeley. In that -commmity

applicant's office, the record shows, is maintairned as a convenience

11/ According to the Agem:Z"s superintendent, the compzny now has a
chi

sufficient number of vehicles assigned to the East Bay area to

perform the propesed service in commection with the current
volume of traffic.
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for over-the~counter business. oo would e mo chaﬁge in the
collection and deli.—'é:?ry sexrvice as now. accordch patrons loqa;gd
within the Oakland  collection and delivery limits. These limits
will remain unchanged and as at present will be served directly from
Oakland. | |

Concurrently with the closing ‘of the 13 offiées and the
extension of collection and delivery service, applicant plans to
establish toll-free telephone service f£rom all points in t‘l;eyzavst
Bay area outside the Oakland local calling area to its Oakland office.
Tais arrangement will enmable patrons affected by the consol:’.&at:‘.on
plan to request pickup service and transact other business without
having to pay a toll chaxge. ‘ ,

An important advantage in the proposed consolidation plam,
applicant's superintendent testified, will be the expedited sexvice
which patrons will receive. In most of the commmities affected, it
is expected that not less than a day's time will be saved in the

handling of shipments. It will no longer be necessary for imbound

shipments, for example, to be transported from the Oakland terminal
to applicant's local office at destination in ome vehicle, there to

be kept overnight and delivered to consignee in amother vehicle the
next day, ox, when thexe is no local delivery sexrvice, be picked up
by the consignee the next day at said office. The dizect deliveries
from Oakland to the patron's premises will save time.

Another advantage in the proposed plan is that colleetion
and delivexy service will be provided within defﬁed, limits at those
points where no such service is now ﬁrov:x'.’ded by applicant. As
indicated above, these commumities are Alvarado (district of Union

City), Lafayette, Newark, Orinda, Pleasantom, St. Mary's College,

12/ The cities of Alameda, Albany, Berkeley, Emeryville and Piedmont,
and the unincorporated area kmown as Kensington, are 8ll located
within the Oakland collection and delivery limits. ‘

=]l]=
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and Fremont (separately defined limits for Cemterville, Irvington,
Mission San Jose and Niles districts). Add:’.tiénally, applicant
proposes to emlaxge the existing collection and dél::‘.very zones at
Livermore and Walnut Creek | to bettex sexve the growing commercizl
areas of those communities.

Other advantages in the plan, the superintendent said, are
found in the proposal to accord Saturday, Sunday and holidéy‘ service
to all air shipments and to delivery of surface shipments of live-
stock and pexishables; and in the veduction in the number ‘of ,
handlings to be received by express shipments originating_.o: _ fermin-
ating in the East Bay comramities. Currently, most of ‘.:he points
involved receive only five-day sexvice. The proposed week-end
holiday service will be practi.céble when applicant performs the
highway sexvice with its cwn trucks and érivers. The reduction in
handlings resulting from direct movement between 0Oaklend and the
Agency's patrons, this witness said, will mean that there will be
less damage to shipments, and, thexefore, a reduction in clams
expense.

In {ts ecomomic aspects, the superintendent testified, the
proposed consolidation will result in substantial net savings in
operating costs. It is anticipated that centralization of oi:er-
ations at Oazkland will increase the Agency's expenses at that point

and that other increased costs will result £rom the extension of

service in the outside texritory. These added expenses, however, are

expected to be far less than those which will be eliminated by office
consolidation and by improved methods of handling and sexvice.
According to an exhibit of wecoxd, the estimated net saving In
operating costs will amount to $32,000 per year. Additio:ﬁ.‘:lly, the
Agen;:y anticipates that the speeding up of the service aand the
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increased operating efficiency will, in the course of time, reéulﬁ
in an increase of express traffic from and to the East Bay érea, and
consequently in greatex revenues.

The principal disadvantage to patrons, inherent in the
proposed closing of 13 of the Agency's offices, relates to sexvice
to those patrons who are located outside the present or proposed

collection and delivery limits, At the present time a patron whose

premises are outside the present oxr proposed collection and delivery

limits of Livermore, for example, but near thét commamity, can
tender, oxr take delivery of, express shipments at.the Ageney's local
office. In the event of the closing of the Livermore off'ice such
patron would be required to go to Oakland, a distance of some 30
miles, to foxrward or take deln'.ve:y of shipments via Railway Express
Agency. Also, with respect to inbound shipments a related disadvan-
tage exists. Often applicant is wmable to deliver a shipment to a
consignee located within its delivery Llimits because he is away £xom
home. It may be necessary then for the consignee to go to the
Agency's office to take deli\}ezy.'z"é/ Today, he may go to the loecal
express office in his commmity. Undex the comsolidation plan he
would go to the Oakland office for the shipment.

The representative of the Commission's staff suggested
that, in view of the above-mentioned inconveniences inherent in the
consolidation plan, the Commission consider requiring the ancmme
of agency offices at Haywaxd, Walnut Creek and Rickmond, as delivere
ing stations only, in oxdexr to avoid the necessity Zox persons
located outside collection and delivery limits to come the entixe
distance to QOakland to pick up shipments consigned to them. Accord-

ing to applicant's witnesses the amoumt of traffic received from

13/ Applicant's tariffs provide fox second or successive delivery
attempts on the payment of additional charges.

]
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patrons outside collection and delivery limits is small, It 1s the
carrier's position that a material reduction in the number of its
smaller offices is an essential part of its program to save the
company, and that, as a result, it m3y be necessary to forego the
business of some patrons located outside said limits. Accorﬁing to
the recoxrd, operations of the three above-mentioned offices now
costs $79,000 per year. Applicant argues that there is ro evidence
to the effect that these offices could be operated at laﬁer«cost as

on-hand stations only. It ic not proposed to retain the three

offices in question.
Rates

Because of the plan to make Oaklénd the express waybilling
point for the commmities involved in the proposed office closings,
Oakland rates would apply in licu of the rates presently applicable
to and from those communities. This chanze would reselt in both
inereases and reductions. Accoxding to the recoxd, both imcreases
and decreases on surface express traffic would be minor, except that
there would be quite substantial decreases in so-called'"coﬁmodity"
rates between said cormumities and Los Angeles.la- Adr expréss‘
charges would not be affected for any commmities mow servedvfzbm
the Oakland, Berkeley, Richmond amd San Leandro offices. The
commmities now sexrved by the other Zast Bay offices, however, would
experience a reduction in air express chaxges of at least $2.01 per
saipment. The reason for this reduction is that, at present, the
offices in question are not located within the Oakland Air Terminal
arca and are, therefore, sudject to an additional groumnd service!
charge. Under thc proposal herein, the affected cémmunities will be

included within said area, thus eliminating the additional charge.

14/ On a movement between Los Angeles and Pleasanton, for example,

the commodity xate foxr a 100-pound.shipment will be $4.08 in
licu of the present rate of $5.73.

~1be
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Effect on Emplovees

Applicant's offices ot Lafayette, Orinda, Pleasanton and
St. Mary's College are manned by so-called mexchant commission
agents and are set up in the cstablishments of thosé merchants. The
héndling of the express business by the merchant agents is :':nciden-
tal to the principal occupations of the latter. The offices at
Alvarado, Newark and Niles are mamned by so-called joint commission
agents who are employed by Southern Pacific Company as its local
agents and who handle the express business as a part of theix
duties. At the rest of applicant's offices proposed herein to be
cancelled £ull time employees of the Agency are maintained. At
Bexrkeley, Livermore and Walnut Creek there are ome each, at Richmond
thexe are six, at San Leandro three and at Hayward two. Addition-
ally, Richmond and Hayward each have a part-time woxrker. The
- Agency's force at Oakland comsists of 60 full-time, aﬁd 18 part-
‘time employees. .

According to the testimony of the superintendént, no full-
time employees of applicant will be thxown out of work by xeason of
the sought office closings. The three supervisory positions éc
Richmond, San Leandxo end Hayward, he indicated, would be placed in
supervicory positions elsewhere. Those employees whose pos:‘.'tions‘
are subject to union agreement will be transferred to Oaklénd, at
higher rates of pay than Cthey now reccive.
Highway Common Carrier Certificate Proposal

As hercinbefore stated, applicant proposes to conduct the
nroposed collection and delivery service in its own trucks.
Assertedly, this is necessary for full realization of the operating

economics and features of service improvement anticipated under the

consolidation plan. As previously mentionmed, the Agency now operates
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its own trucks between Oakland, San Leandro and Hayward under a
highway common carxier certificate limited in scope to those points.
It also possesses radial highway common ecazrier and city carrier
permits,

As a part of this application, the Agency sceks a highway
comzon caxxier certificate for the transportation of property be-
tween all of the East Bay points involved in the consolidation plan.
The carxier proposes to operate on an unscheduled basis over any and
all convenient public streets and highways between said éoints., but
will pic’.e up and deliver shipments only within the defined limits as
established from time to time im its published and fileci tariffs.
Applicant pr0pose§5to transport all types of property, subject to the
usual exceptions, and to excepted commodities as provided in its -
tariffs. | o

According to the record, little, if any, of the eXPXESS
traffic involved in this proceeding moves locally between East 3Bay
pointc. In oxder to take care of such local shipments as may be
offered, however, applicant proposes no xestriction in -the sought
cert.uf:cate which would Limit the authority thezeof to tramspoztation
of shipments hoving a prior ox subsequent movement beyond. the East
Bay area.

As To public convenience amd necessity, the zecord shows

that the volume of traffic now moving from and to the points in

question is substantial and that the purpose of the sought certifi-

cate Iis to Improve applicant's existing service as am express
corporation. Testimony of the seven shippexr witnesses was offered to
show the need for the certificate, a2s well as to support the consoli-

dation plan as a whole.

15/ These excepted commoditics are specified in the amendment to the
application herein, ,
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These witnesses severaily represented manufacturers ‘of
electrical equipment, upholstered furniture, industrial fibreglass,
and scientific instruments, and housebold goods packing, f:;ozeﬁ
shrimp processing, and rose growing companies. The seven establish-
ments are located at Sam Lorenzo, Fremont, Livermore, Walmut Creck,
Richmond, Rayward and Pleasanton, respectively. Iwo of the concerns
arc now located within the Agency's collection and delivery limits.
All are regular patxroms of the Agemcy; £for all its services are
essential, primarily because of the fast service which theix
businesses require; all would bemefit by more expeditious sexrvice;
applicant’'s value to those concerns wihich do not now enj.oiy store=
door collection and delivexry of express shipments will be enhanced
if such service is accorded them; 2ll will still meed the Agency's
sexvices if the consolidation plan is placed in effect. The fore-
going summaxrizes the testimony of the shippex wit:nésses. |

Pogition ¢f Protestants

Protestant United Parcel Service kas no objectiom to
applicant’'s plan to carry out the proposed consolidétion and to
continue to reader service as an express carrier to and from the
communities involved by means of a substituted motor truck sexvice,
United objeets strenuously, however, to issuance of authority, in the
absence of demonstrated public need therefor, which wouid allow the
Ageney to provide umrestricted local service as a highway common
carrier between points in the East Bay area. United urges that amy
certificate granted to applicant be limited to the transportation of
expi:ess traffic of the latter under a through Dill of lading or
express xeceipt, said trafflic to receive, inm addition to the highway |
carrier movementin question, an lxmediately prior or: subsequent move-

ment by xail, water, air or line-haul truck transportation.
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Such a restriction, United points out, has bee‘n‘ indorpora—
ted in cextificates issued to the Agency in other proceedings, both
by this Commission and by the Interstate Commerce Commission.
United, in its brief , asserts that the Agency is mot competitive with
general freight highway carriexs ox with parcel delivexy carriers,
such as Uri:'.ted, but that, by a simple change in rate structﬁre, the
Agency could become competitive with either or both forms of trams-
portation. Assertedly, the East 2ay area is adequai:cly served by
general freight and parcel delivery carriers.

Counsel for protestant Rickhmond City Council presemted 2
resolution which that body had adopted protesting the proposed
closing of applicant's Richmond office. The Coumcil ic of the
opinion that the continuing growth of the retall, manufacturing and
residential areas of R:‘.cbmoﬁd require the maintenance there of
applicant's office, vehicles and persommel. The Coumcil's repﬁ:esen-
tetive questioned the Agency's superintemdent xegarding its failure
to include three nmew residential sections of Richmond within the
service limits of that city.

The position of the express employees' orggnization,
protestant, is that it is sympathetic with the problems of appvljicant
but does not concede the proPri.ety of the proposed solutio:i. The
brotherhood is of the opinion that‘:-‘{-the estimated net savings‘ from
the proposed office closings will not be realized. Counsel for this
organization re@ested that, in the event that the application :z.s
granted, the authorization be so conditioned as to protéct the
interests of cmployees who will be adversely affected bjr the consoli-
detion plam. Specifically, he pg;pposed that the autﬁori.zatidn" be
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made subjec%éto applicant's obscrvance of the so-called "Burlington"'
conditions. |

Conclusions

- Railway Express. Agency; Inc., and its predecessor companies,
the record demomstrates, have pefformed a unique, essential and |
impressive fumction in the tracsportation history of our country.

As pointed out by the Agency's president, the express business is
primarily the fast transportation of valuables and package traffie.

The variety of scrvices whickh the Agency, as an express ‘company,

offers includes such things as recoxrding a deed, shipping the family
dog, carrying jewelry or furs under hand-to-hand service, forwarding
highly perishable traffic such as cut flowers, transporting a corpse,

oxr providing armed guard service.

Since World Waxr II the nationwide volume of traffic
handled by the Agency has rapidly declingc; £rom 235,000,000 shipments
in 1940 to 73,000,000 shipments in 1958. The same downward trend
has been observed in its Califdﬁ:pia intrastate traffic. The xrecord
indicates that an importamnt cause of the downward trend in volume of
the Agency's surface traffic is the fact that its methods of opera-
tion and handling have mot kept sbreast of techmical developments in

transportation, Moreover, the increasing withdrawal of passenger

16/ Counsel cited the Interstate Commerce Commission’s decision dated
Maxch 22, 1945, in Finance Docket No. 14400, Burlington-Rock
Island Railroad Company Lease (261 ICC 815) as containing the
employee protective conditions in question.

17/ During this same period, hbwever, applicant's domestic aix
- express traffic increased from 3,000,000 to 5,500,000 shipments.

A similaxr trend was experienced in its Callformis aixr express
traffic. ‘
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trains, on which express matter is customarily transported, has
slowed down the Agemey's service, with resultant loss of traffic to
more expeditious means of transportation.

The record shows, additionally, that the bandling and
transportation of the Agency's traffic has in recemt ycars resulted
increasingly in finaﬁcial losses, as far és the contracting‘railroads'
are concerned, and that the Agency has come to a crucial point in its
history. Its existence as an essential transpertation agency is
clearly in dangexr. That this fact is realized by tbe carxier is
evident from the vigorous steps which its mamagement has already
taken, and those which it is contemplating, to save the compény.

The Agency's plan of closlng numerous small offices
throughout the country, and of centralizing operations at key points,
is a reasonable step in the modernization of its sexvices and in
reduction of operating expenses. The record shows that most of these
small stations were established in an era when railroads were the
only practicable means of distance tramsportation and cvery town had
an express office. With the advent of the motor vehicle and good
roads many of the swmall express offices have become unrecessary.

With reference to the particular program embraced by the
application herein, the record shows that the proposed plan of o?eraw
tion would enhance the value of applicant's service to its East Bay
patrons by reduction in tramsit time and in the number of package
handlings; by the establishment of collection amnd delivexy sexvice
where nome is now provided and by extension of existing limits in
other arcas; zndéd by the indicated rate reductions. The record is
persuasive, moreover, that the proposed consolidation of offices will

result in substamfizl net savings in operating costs.

18/ As a result of the reduction in operating expenses already
effected by the Agency, the out-of-pocket deficit of the nation's
railroads from handling the express traffic was reduced from
$40,000,000 in 1958 to $18,500,000 (estimated) in 1959.

=20~
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That some patxons will be inconvenienced by the closing 6£
the 13 offices is apparent. These arxe the persons or businesses in
the East Bay araa who are located outside the proposed collection
and delivery limits and for whom it is less convenient to go to the
Ageney's Oakland terminal than to one of sald offices. In this
category also are included those patrons who may f£ind it necessary
to take delivery of shipments at the Oakland texminal because of
usuceessful attempts of applicant's drivers to deliver same at the
'patrons' homes. Howevex, the evidence indicates that the number of
persons who will be inconvenicmced by the consolidation pl.ﬁn. is
small. o

It is clear from the record that an indispensable factor
in the execution of the centralization proposal is the sdught high-
way common carrier cextificate. In the gbsence of that operative
right, such arrangements for local tramsportation, imcluding collec-

tion and delivery, as the Agency would be compelled to make, would

be too costly and would not accord patrons the full benefit of the

improved service herein proposed.

With reference to the requested imposition of employees'
protective requirements on any authorization to be granted hereunder,
the recoxd indicates that all full-time employeces of the Agency
affected by the proposed station changes will be kept on the payroll
and will be transferrec to other locations. There appears to be no
necessity to accede to this request. |

Based upon careful considexation of all the ¢vidence and
argument of record, we are of the opinion and hereby find as follows: |

1. That comsolidation in the Oakland office of applicant of
the sexrvice now rendered through the 13 offices herein proposed to

be closed will mot be adverse to the public interest.
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2. That, concurrently with comsolidation in applicant’'s
Oakland office of said serviece, public convenience and necessity will
no longer require applicant to maintain any of sald 13 offices. In
this commection, it does not appear from the recoxd that applicant
should be required, as suggested by the staff, to retain the offices
at Hayward, Walnut Creek and Richmond as om-hand offices for inbound
shipments.

3. That extension of the pickup and delivery limits as pro-
posed in the gpplication, as amended, is in the publio im:ere'st‘ and
should be concurrently placed in effect together*with consolidation
of the 13 offices.

4. That the increases im rates and chaxges as proposed in the
application, as amended, are justified.

3. That public convenience and necessity require the issuance
to applicant of a certificate gs a highway common carrier betwéen all
points set forth in numbered paragraph & of the amendment to said“__‘
application, subject to the conditions stated in numbered paragrapbs
7 and 8 of said amendment and subjeect further to the condition
here:‘_.nbelow set forth.

6. That sald certificate of public convenience and necessity
shall be subject to the condition, as moxe specifically proposed in
brief of United Paxcel Service, limiting transportation thereundexr to
movements under a through bill of lading and having a prior or sub-
sequent rail, watex, air ox truck haul.

7. 7That, concurrently with the effective date of said certi~
ficate, the highway common carrier certificate granted to applicant
by Decision No. 39874, dated Jamuary 21, 1947, in Applicatiom No.
28122, should be revoked.

Subject to the condition set forth in numbered paragraph S

avove, the application, as amended, will be gramted.

-22-
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Applicant is hereby placed on notice that operative rights,
as such, do not comstitute a class of property which may be capital-
ized or used as an elcment of value in rate fixing for ény amount of
noney in excess of that oxiginally paid to the State as the considexra-
tion for the grant of such rights. Aside f£rom their purely permissive
aspect, such rights extend to the holdexr a full or partial momopoly
of a class of business over a particular route. This mohopoly
feature may be modified or canceled at any time by the State, which

is not in any respeet limited as to the number of rights which may be

Ziven.

Based upon the evidence ¢of record and the findings and

conclusions set forth in the preceding opinilom,

IT IS ORDERED that:

1. Railway Express Agency, Incorporated, is authorized,
concurxently witk the comsolidation of service in its Oakland office,
as proposed in the application, as amended, filed herein, to discon-
tinue its offices at Alvarado (within Union City), Berkeley, Eayward,
Lafayette, Livermore, Newark, Niles (within City of Fremont), Orinda,
Pleasanton, Richmond, St. Mary's College, San Leandro and Walaut:
Creck, subject to the following comditioms:

(a) Within ninety days after the effective date
hereof and on not less than ten days priox
to the discontinuance of said agencies, appli-
cant shall post a notice of such discontinuance
at each of said offices, and, within ninety
days after the effective date hereof and on
not less than ten days notice to the Commission
and to the public, applicant shall file in
duplicate amendments to its tariffs showing the
changes autborized herein and shall male refex-~
ence in such notice and tariffs to this deci-
sion as authority for the c¢hanges. In no
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event shall the agents be removed pursuant
to the authority hereinabove granted earliex
than the effective date of the tariff £1ilings
required hereunder.

(b) Within thirty days after discontinuance of
sexvice as ncrein authorized, applicant shall
notify this Commission in writing thereof and
of compliance with the above conditions.
Concurrently with discontinuance of said
offices, applicant shall establish sexvice to
the extended pickup and delivery limits
described in the application, as amended.

2. A cextificate of public comvenience and necessity is granted
to Raillway Zxpress Agency, Incorporated, authorizing it to operate
as a highway common carrier as defined by Section 213 of the Public
Utilities Code for the tramsportation of property between the points,
over the routes and subject to the conditions particulaxrly set forth
in Appendix A, attached hereto and made a part hereof.

3. In providing service pursuant to the certificate herein

granted, applicant shall comply with and obsexve the following

service regulations:

(a) Within thirty days after the effective date
hereof, applicant shall file a written
acceptance of the certificate herein granted.
By accepting the certificate of public com-
venience and necessity herein graated,
applicant is placed on notice that it will
be required, among otber things, to file
apnual reports of its operations amnd to
comply with and observe the safety rules
and otber regulatioms of the Commission's
General Oxder No. 99 and insurance require-
ments of the Commission's General Oxder
No. 100-A. Failure to file such xeports,
in such form and at such time as the Commise
sion may direct, or to comply with and
obsexve the provisions of Genmeral Oxders
Nos. 929 and 100-A, may result in a cancel-
lation of the operating authority granted
by this decisiom.

Within ninety days after -the effective date
hereof, and on not less than ten days’
notice to the Commission and to the publiec,
applicant shall establich the service
herxein authorizced and f£ile in triplicate,
and concurrently make effective, tariffs
satisfactory to the Commission.

24~
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4. The highway common carriex certificate granted to Railway

Express Agency, Incoxrporated, by Decision No. 3987&, dated January 21,
1947, in Application No. 28122 is revoked.

5. Applicant is authorized to establish, on not less than
thirty days' notice to the Commission and to the public, and concux-
rently with the closing of offices and the imnstitution of highway
common carrier sexvice, as authorized in paragraphs 1 and 2 hereof,
the Increased rates and charges proposed in the application, as
anended, filed in this proceeding. ,

6. In all other xespects Application No. 41694 is denied.

The effective date of this orxrder shall be twenty days
after the date hereof.

Dated at Saz Franclses , California, this /.2 JZ,
day of C::;;;aub;xo , 1960.

7
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Railway Express Agency, Incorporated, by the certificate of
public convenience and mecessity granted in the decision noted in the

margin, 1s authorized to transport all commodities except the

-

following:

1. Used household goods and persomal effects no: packed
in accordance with the crated property requirements

set forth inm paragraph (d) of Item No. 10-C of
Minimum Rate Tariff No. 4=A.

Automobiles, trucks and buses, viz,: new and used
finished or unfinished passenger automobilles (in-
cluding jeeps), ambulances, hearses and taxis;
freight automobiles, automobile chassis, trucks,
truck chassis, truck trailexs, trucks and trailers
combined, buses and bus c¢hassis.

Commoditics requiring the use of special refrigex-
ation or temperature control in specially designed
and comstructed refrigerator equipment.

Liquids, compressed gases, commodities in semi~-
plastic form and commodities in suspension in
liqulds in Dbulk, in tank trucks, tank trailers,
tank semitrailers or a combination of such high-
way vehicles.

Commodities when tramsported in bulk in dump trucks
or in hopperx-type trucks.

Coninodit:ies when transported in motor vehicles
equipped for mechanical mixing in transit.

Excepted commodities as enmumerated in Railway
Express Agency, Incorporated's tariffs filed with
this Commission and in e§f§9t on the effective
date of Decision No. » in Application
No. &41694.

Issued by California Public Utilities Commission.

Decision No. . D08R7 » Application No. 41694.
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BETWEEN the following points:

Oakland, Berkeley, El Cerrito, Fremont, Hayward,
Lafayette, Livermore, Newark, Orinda, Pleasanton,
Richmond, St. Mary's College, San Leandro, San

Lorenzo, Sam Pablo, Union City and Walnut Creck.

VIA any anc all couvenient public streets and highways
between said points.

SUBJECT to the following condition:

The highway coxmon carrier service herein authoxized
shall be limited to the transportation of express
traffic of Railway Express Agency, Incorporated,
under a through bill of lading or express receipt,
and said traffic shall receive in addition to the
highway carrier movement by applicant herein
authorized, an immediately prior oxr immediately

subsequent movement by rail, water, air or truck
trxansportation. -

-

End of Appendix A

Issued by California Public Utilities Commission.
Decision No. S9827 » Application No. 41694.




