Decision No.___ 62450 DRICINE:

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of RAILWAY EXPRESS AGENCY,
INCORPORATED, to incrcase certain
intrastate rates and charges for sur-
foce express service within the State
of California.

).
)
§ Lpplication No. 431068
)

Pillsbury, Madison & Sutro, Eugene A. Prince,
Dudley &. Zinke and Robert E. Johnson,
for applicant.
Hugh Cook, for Wine Institute, protestant.
Tamothy J. Canty and John R. Lourie, for the
Commission staff.

By this application, as amended, Railway Express Agency
cecks authority to inmcreasc its less-tham-carload exprecs rates and
charges applicable to %7lifornia intrastate surface operatiomns, by
20 conts per shipment.”  The Agency 2lso proposes to imerease by .
varying amounts its California intrastate class rates applicable
to shipments of fruit, milk, cream and related products, newspapers,
watereress and human remaing. |

According to the application the inerease of 20 cents per
shipoent went into cffect on intexstate traffic throughout the coun-

ry on Jamuery 5, 198Ll. Ratc increases corrcoponding to the second

group of increascs mentionced cbove becane effcetive on interstate
traffic on Januwary 10, 1961.

Public hearing of the applicction wac held before Exominer

Carter R. Bichop at San Francisco onm Moreh 14 2nd 15, 1981. Evidence

& he proposed 20-cent charge would mot apply to shipments of milk,
crean and related products, daily newspapers and human remains.
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on behalf of applicent was offerced through six witnesses. Two of
these were applicant's regional marketing manager and its auditor of
disbursements. The other four werc officexrs or employees of Southewm
Pacific Company and The Atchison, Topeks and Santa Fe Ruilway Com~
pony, hereinafter desigpated as "Sante Fe."

Increases in Colifornia intrastate surface express rates
and charges were last made pursuent to Decision No. 59856 of Marxch 29,
1950, in Application No. 41607. Applicaont's cost cvidence which was
prosented in that procecding was based on wage and other expense
levels in cffect November 1, 1658. Since that date, the ryecoxrd hewein
shows, applicant has cxpericnced inereases in employee wage rates, in-
cluding cxtension of so-called fringe benefits. These increcses have
resulted in higher cperating costs, in Celiforrnia as well as in other
states.,

Applicant's traffic mamager explained the bases for the pro-
poscd xate changes and analyzed their effect on California traffic.
Wigh rcference to the per-shipment increase of 20 cents, . he stated
that, since this charge is intended principally for the purposc of
rceovering applicant's increascd costs of oporationm, an "ecross-the-
hoard' rete increasc of a flat amount por shipucent appeared to be the
fairest uethod of obtaining the neceded revenue. He pointed out that
the Lgeney's cxpenses, which cover the costs of collection, delivery
end hendling of traffic ot teminals and the costs of billing and
sccounting, fluctuate largely with the number of shipments handled,
rather then with the distences the shipuents are tyansported.

The seceond group of rate inereases, the trcffile mancger
said, avisc in commection with the nlan, in the interest of toriff

imnlification, to complete the cancellation 2f ecrtain class rate

toriffs which have been largeily superseded by the Ageney's Toxiff No.

18-C, Cal. P.U.C. No. 256. In this proccess the class rates on a small

-




A.43105, wc..

group of commoditics would be modestly increased. He pointed out,
however, that these latter increascs would have little or no effect
on California imtrastate traffic, cither because lower intrastate
cormodity rates are now in cffect or becausglof the extremely limited
application of the class rates in question._l The purposes of this
group of ratc imerecases, the rceord shows, is to bring the intra-

in confornity with the interstate publication.

traffic manager further testified thet the same comci-

which justificd incrcases in interstate express rates and

charges prevailed with respeet to Califormia intrastate rates. No
distinction, he stated, is wmade in the handling of interstate and
intrastate shipnents. The two classes of traffic arxe handled in the
sane motor wchicles, pass through the same terminals, are hondled
by the same Ageney coployees and are tramsported in the same baggege
ccrs.  He cosserted thot the proposed 20-cenmt surzcharge 1s necessary
in order that the Californin traffic may bear its fadr share of the
cost of cxpress operations. Basced on the carrier's oxperxicnce with
interstate trxaffic, the witness was of the opinion that the surcharge
would result in very little, if any, diversion of California intra-
ctate traffic to other means of transporxtation.

The Ageney's auditor of disbursements presented an exhibit
in which he had developed cstimated revenues and expenses undey
present and proposed rates, based on the traffic hondled during the
12-zonth period ended Cetober 31, 1950. dAecording to this coxhibit,
applicant's Californmia intrastate revenues for the period inm ques-
cion wexe $1,999,778. After adjustnent ¢2 give effect to the 1960
rate increase, the revenmucs for the same period uader present and

woposed rates were estimated at $2,177,317 ond $2,286,784,

The cormoditics to which reforence is made are: milk, cream and re-
lated products (lower commodity rates in effect), certain classes
of ncwspapers shipped subsequent to date of issue, and: humon re-
maine.
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regpectively. The additional revemue to be reccived under the pro-
posed increascd rates was estimated to be $109,467.

48 has bdbeen explained in prior deeisioms involving Reilway

Express Lgeney, under its contrect with the underlying reil lines
the b

alanece of revenues remaining after payment of the Agency's
operating cxpenses is roemittad to the roilroads for the sexvices

whaich they perform in transporting expross shipments. Accoxrding to

affecetive July 1, 1961, by an arrangement under which the rail lines
will be 20id on o car-foot nilc basis. 4t the time of hearing in
this matter, the cor-foot mile rate had not been agreed wupon.

After deducting estimated operating oxpenscs for the rate .
year, adjusted to wage and other cost lovels as of Oetober 31, 1960,
the amounts available for distribution to the rail carriers, the
Agoney's auditor found, would be $376,852 under = continuation of
sresent rates and $486,319 under the proposcd rotes. According to
the auditor's cxhibit, of the gross rovenues anticipated under the
sought rates, 21 porecont would be available to the railroads to meat
tucir costs of the services involved. According to the cuditor's
stucy, however, 53 nercent of such revenues would be required to roim-
turce the rail carricrs for their costs only, and this figure would
be 67 pereent were provicion 2lso to be made for ¢ reasonable return
on the facilities of the ra2il corriers which cre used in the trans-

portation of cxXpress. This witness estimated that, even under the

Q/The new basis of compensation for the services of the rail lines
is the result of an agrecment between the Agency ond its undexlying
carricrs which became effcctive October 1, 1959. Under that cgree-
ment the old basis of compensation it to continme in efifect through
Junc 20, 1961.

é/Applicant's expense cstimates do not give effcet to the following
items: o wege 2djustment, cffcctive February 1, 1961, which in-
creased the health ond welfare benefits to employees; inexeases in
salaries of executives cnd administrative employees, and payroil
taxes attributable to such inereasses.
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increased rates hexein sought, applicant's California intrastate
revenues would, for the rate year, be deficient by more then a
million dollars in meeting the rail costs and providing =z reasonable
profit.

Rail representatives appezring on behalf of applicant intro-
duced exhibits to show that, under present ratee, applicant's pay-
ments to the railroads for express privileges are insufficient
to return even the out-of-pocket costs which the latter carricrs incur
in the transportation of express shipments. A transportation analyst
of Southern Pacific Company imtroduced the results of ¢ study of ze-
venues end out-of-pocket expenses applicable to 2 year's operxations
of 24 passenger trains which are said to move the bulk of Califormia
intrastate oxpress shipments transported over that road. The stotise-
tician of the Santa Fe presented the results of 2 similaxr study
cobracing six months® operations of 13 passenger troins within Cali-
fornia.

According to the Southern Pacific exhibit, estimoted out-of-
nocket expenses incurred by that road in transporting oxpress ship-
ments on the 24 intrastate troins coxecceded revenues (oxpress privilege
woyments) by $256,056 on an annual basis. Revenues and exponses weore
those resulting during the 12-month period ended Octobex 31, 1980.

The reocord shows that cight gf the 24 troinc were diseontinued at
diffcrent times during 1960.i/ If Southexm Pacific express revenues
and expenses relating to these trainms arve climinated, the estimated
out-of=-pocket ceficit figurc for the express traffic handled by the
scaaining 16 trains s $105,774. It appears, howewer, thet some of
the oxpress troffic formerly hondled by the discontinued trxaincs may
now be caxried on some of the 1§ trains which axe still operating.
The Sante Fe fipures roflected an estimated out-of-pocket loss for

-Q/The trains in question werxe Nos. 59 and 60, operating between Los
Angeles and Sacromento, Nos. 73, 74, 250 and 235, between San Josc
and Ogkland, and Nos. 247 and 2&8, between Oakland 2nd Sacramento.
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the road of $167,396, in the handling of express traffic on the 13
intrastate trains included in its study. Thacse figures also wewe for
the 12-month period cnded Qatoker 3L, 15C
The studics of bLoth rail witmesses reflected the revenues
mé expenses involved in trancporting interstate, as well as intra-
ctate, oxpress shipments on the trains in question. Iccording to the
witnesses, It would be impractical to scgrogate the intyrastote
xpoenges 25 ootween the two cilasses of schipments. These and othew
testificd that the costs would be the same £ox both
aatrastate and intevstate express shipments transported onm the same
intrastate train, since the two categorics ave intermingled and no
ction is made between them by the rail caxricers pexforming the
undexlying transportation service.
The record discloses thot expross privilege payments re-
coived by Southiern Pocific and Sz2ntz Fo comprisce 36 porcent znd 18
aercent, wogpectively, of the total of such poyments by applicant
o 21l railroads in the Mountain-Pacific group.
Wide notification of the hearing In this matter was given
to povsons and oxganizations telicved to bo intorested. Cne protest

agoinst the sought xate inevease was made, namely, that of Wine In-

L Tutc, & non-profit orgrunization of Califowxmia wine produccrs. The
cirector of the Imstitutc's troangportation Civision stated that the
organizution's protest wis directed igninst the application of the
wwopased incresce of 20 cents por shipment o chipments of wine
somples, which move betweern wineries and to commercial laboxatories.
viose of these, he said, can move under the present cxpress miniuum
chavge of $2.36, for distanccs up vo 300 miles. He asserted that
rhis charge is too high now and that the projosed increase of 20 cents

&/
would plaee an 2dditional buxdon on the wine industiy. He pointed

’rl - " »

2 Aceording to the direetor, applicant has priced itself out of the
husincss for the transportation of other smell shipments of wing,
nanely, the two-bottle gift package, and one, or two, ¢asc com-
mereial cdeliverics. The record does not disclose by what means
this lacter traffic is transported.

-G




A.43108, wc’

out that the traunsportation of aleocholic or vinous boverages in the
mails is prohibited by law, and stated that the winc producers cre,
therefore, compelled to use applicont's sexviee fo; the movencent of
winc scmples. Testimony offcred by applicant's traffic monager in-
dicated that the number of wince somple shipments involved is rela-
tively small ond that loss and domage payments in conneetion with
such shipments are comsiderably higher thanm the everage for all ship-
ments.

Representatives of the Commission's Transportation Division
assisted in the development of the recorxd.

Coneclusions

Railway Express Ageoney hos, for some years post, expaericnced
2 continuing downward trend in the volune of traffic hondled. Ace
cording to the evidence of record, it has imstituted a comprehensive
progran for the modernmization of its operations and for inercased
cificiency and ecomomy. The progrom includes, among other things,
the comstruction of new teminals, the purchase of new highway equin-
ucnt, the installation of conveyors in terminals and of two-way

zdios for truck dispaoteh, and the comsolidation of offices and of
operating <ivisions. 4 large part of this program has alxcady been
cffected.

Another aspect of applicant’s efforxt to rogain traffic re-
lates to the genmeral review of its entire xate structure, in which
the ez2rrier is now engaged. The purposce of the review is to sim-
¢1ify the structurc, and to adapt it to currxent competitive condi-
ticns and chonging cconomic pettorns in the transportation industxy.
The traffic monager testificd that a great deal of offort and money
hes been expended in the review during the past ycar, that it has
proved to be a vexry complicated matter, and that some progress has

been wade in the above-indicoted dircetions.
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The evidence shows that applicant's present rates do not
rcturn the costs of the scrvice and that even the proposed ratcs will
not rcturn 2ll the costs. The sought increasc of 20 cents per ship-
nent represents 2pplicant's approximotion of whot is necessary mercly
to offsct the increases in operating costs which the carrier has sus-
teined sinmee the last acdjiustment in its Californmia intrastzote rates.
The record coes not show estimetes of operating results for epplicant
under the new basis of compensation for the railrozds which will take
cffeet on July 1, 1961, since the car-foot mile raote to be usced under
that basis had not been determined when:this matter wes heard. The
rocord shows, however, that said rate is intonded to cover the out-of-
»ocket oxpenses which will be incurred by the rz2il lines in the per-
formance of their contrxact scrvices for the Agemey. Since the record
indicates that the express privilege payments received by the rail-
ronds from applicont fall faxr short of compensating thoem for said
oxpenscs, in Califormia intrastate service 2s in other traffic, it
appears cll the more urgent, looking to the more stringent arrangement
tu become effective on July 1, 1961, that applicant be cnabled to im-
wrove its financial position through the rate increase herein sought.
Upon carcful consideration of the record we hereby find that the
sought zate increase of 20 cents per shipment and the other proposed
rate adjustments have been justified. With reference to the protest
of the Wine Institute, we arce of the opinion that the proposed 20-cont
increase, as applied to small shipments of wine will not be unreason~'
2blce. The application will be granted.

Applicent sccks relief from the long-cnd-short haul pro-
visions of Article XII, Scction 21, of the Constitution of the Staote-
of Czlifoxrmic and of Sectiom 460 of the Public Utilities Code in oxdor
toc cstablish the sought increases in connection with coxtaian rates

waich are non-intermediate io application. Applicant also seeks
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relicf £rom the provisions of Tariff Circulay No, 2 £ the extent
nocessary to publish the increased xotes and charges in the same form
teriffs £iled with the Interstate Cormerce Commission. These re-
quests appear reasonable. They will be granted. Authority is sought
2185 to make the proposed rote, tariff and classification adjustments
cffeetive on less-than-statutory notice. In view of the demonstrated
nced for additional weovenuces to offset prescont losses, this request

also will be greanted.

Bascd on the cvidence of recoxd oand on the findings and con-
clusions set forth in the preceding opinion,
IT IS ORDERED that:

1. Roilway Zxpress Agency, Incorporated, be and it is hexeby
cuthorized to establish the adjustments in oxpress rates and charges,
as proposed in the application, &s arended, filed in this proceecding.
The tariff publications cuthorized to be made as a2 result of this
order mey be filed not earlier than the effective datc hexcof, and
z2y be made effcetive on not less thon five days' notice to the Com-
mission and to the public.

2. Applicant be and it is hereby authorized to depart from the
provisions of Article XII, Section 21, of the Comstitution of the

tate of California and of Scetiom 460 of the Public Utilitices Code
to the oxtent necessary to adjust long-and-short haul departures now
maintained in applicant’'s tariffs under outstanding authorizations,
and £o depert frow the terms and rules of Tariff Circuler No. 2 of
thaiy Commission to the extent neccssary to accomplish publiication of
the rete increoses herxein authorized in the some form as authorized
by the Interstate Commerce Commission on interxstote traffic. Appli-
cant shall, therecfter, publish in its tariffs the specific inercased

rates and charzes authorized herein not later thon one hundred and
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cighty days after the cffeetive date or dates of the rates and
charzes.

3. The authority herein gronted is subjecet to the express con-
dition thet applicant will never urge before this Commission in any
proceeding under Section 734 of the Public Utilities Code, or inm any
other proceeding, that the opinion and order herein constitutes a
finding of fact of the reasonableness of any particular xate ox
charge, cnd that the filing of rates and c¢charges pursuant to the
authority herein granted shall be comstrued as consent to this con-
dition.

4. The authority herein grantced shall expire unless exercised
within 120 days after the cffective date hereof.

This oxder shall become cffoctive twenty days after the
date hereof.

——

Dated at _ San Francisco | Califormia, this Q 0 s day of

A
e , 1961.

J

= Pre31denc-

“”békuaﬁg;f;;géﬁipﬁk

Commissioncys

G« Lyn Fox ;
Sommiasiondr ... Potor E. Mitchol , voing

o} 14 not pa*ticipato
paarily aboent, d
igf:ho diaposition of this procecdloge
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