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~ecision No. 74989 

BEFORE THE PUBLIC UTILIT!ES COMMISSION OF THE StATE OF CALIFORNIA 

In the Matter of the Applica~ion of ) 
EMER.Y AIR. FRE!GHT COapOR..~T!ON» ol ) 

~orporation, for authority to l 
increase its rates and charges and 
to modify and alter its rules and 
regulations. ) 

) 

Applic31eion No. 50389 
(Filed July 15, 1968; ,,' 
Amend~d August 29, 1968) 

F=ank Lou~hran, f~r Emery Air Freight Corporation, 
applicant:. 

A. L~ Giele~hem, Llovd Humphrey, Bobert W. Stich, 
ana John W. Henderson, for the Coro.~iss~on staff. 

OPINION 
~---...... ----

Emery Air Freight C~rpor~tion (Emery) operates under 3 

certificate of public convenience and necessity as an air freight 

forwarder for the tr~sportation of general commodities between all 

points within the State of California, subject to the restriction 

that all shipments must be transported in part over the lines of an 

air carrier, and to the restriction th~t all shipments must originate, 

terminate or pass through one of the following airports: Oakland 

Municipal Airport, San Francisco International Airport) Los Angclcs 

Airport or Lockheed Air Terminal (Burbank). In rendering service 

under its certific~te Emery operates through air terminals in 

addition to chose specified above, and provides pickup and dclivo:y 

service from and to airports. Emery also provides an ai~ freight 

forwarder se=vicc throughout the United States, and from and to 

foreign countrics o 

In this ~pplication, as amenclcd, Emery secks an order 

authorizing it to cancel i:s ~ir freight tariffs on file wi~h this 

Comm~ssion, and to publish a new tariff in place thereof. Said 
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t~rif£ will cont~in rates ~hich are both higher and lvwer than 

Eme~y' s p=esent rates.. Rate:: increases ".,.:i11 predomina't.e. Emery 

seeks authority for increases re~u1ting froe i~s proposal and, 

also, for long- and short-haul departur~s r~sulting from the 

publication of the proposed rat~s~ 

Public hearing w~s held b~fore Ex~iner Mallory at 

San Franciseo on 'September 11,1968. Oral and documentary evidence 

was adduced on behalf of applicant by its western Region Vice 

President ~d by a member of a firm of certified public accountants 

~Fl9Jetl by au~11~ant. ~h~ Commission staff requesecd and was 

granted an adjourned hearing in which to present the results of a 
review of applie~t's principal financial reeords, which are 

maintained at locations outsiee this staten Applicant 8greed eo 

pay for the transportation expenses incident to this revi~w, rather 

than to bring the necessary records to a location within this 
1/ 

state .. - The adjourne~ hearing was schecluled for November 4~ 196$~ 

The Commission staff filed on October 16, 1968~ a document stating 

that after review of the record~ it hncl been decided th~t inspectio~ 

of applicant's acccunting records as origina.lly co'.ntcmplated is not 

war=~ted at this time. Therefore, no ~t~£f audit has been conducted 

pursuan~ to the agreement reached on the racord (~ftR~ ~ end 4)0 

It is the staff's positio~ that the reasonableness of the sought 

increases C~ be determined on the record made. Upon the filing 

of this document, the matter was removed f=om ~~e hearing calendar, 

end was taken uncle= subQission~ 

11 Section iSl of the Public Utilities Code re~uirec that each public 
utility shall keep, at an off~cc in this sta~e, all the books, 
accounts, p~pers and records required by the Commission to be 
kept in this state. The Commission has not specified the books 
cmd records -which mus t be ke?t by air freight forwarders. 
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Applicant's operating witness testified ss follows: 

applicant, as an air freight forwarde~) gathers toge~her the 

many small shipments of the users of its service and, as 3. carrier, 

sends th~forward from origin to clestinaticn through the service 

of and principally throug~ tbe facilities of other air and motor 

common carriers. In limited a:r:eas, such as ~, .. ithin its San Francisco 

and Lo s Angeles terminal ereas) Emery opera~es a highway COLiltllon 

carrier service, and performs its o~-n picl~up and delivery service. 

All equipment used in its California oper~tions) including motor 

carrier equipment and terminals, are leased. The only property 

Emery o~~s in California is the office equipment used in ito 

operations. All terminals and equipment az'e leased from 110n-

affiliated corporations. Emery does not ceparate revenue or cost 

accounts for interstate and intr~state traffic. 

Emery began its California operations under tariffs filed 

in 1954. The tariffs have remained unaltered since operations 

began. In that period applicant's costs of operation have increased 

materially. Emery's California intrastate ~evenues amount to 

approxim~tely one-tenth of one percent of applicant's total reve~u~s. 

Ina.smuch as Emery's California operations provide S1lCh .:l nominul 

contribution to total revenues, ~pplicant has not heretofore 

sou~4t authority to increase its intraztute charges to reflect 

constantly riSing costs in the s~xteen-year period since Emery's 

rates were originally filed. 

The requested revision of applicant's t~riffs also is 

sought bcc:luse Em,cry intc:l.ds to computerize its billir.g syst~s. 

This requires a degree of uniformity between tariff provisions 

for its intcn'lational, interstate and intra:.::'i;atc tariffs. The 
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proposed tarif~ 'Which Emery scekr; to file for its California 

intrasta'::e operations will revise the methods of stati'l."13 rates and 

char~cs to conform with tariffs applicable elsewhere. The studies 

incident to Emery's re.viewof its int~astate t.ariffs also brought 

to its attention that its present intrastate rates are non-

compensatory. 

The proposed tariff D.ppcnded to Exhibit 1 incorporates 

several chanscs suggested by the Commission's Transportation 

Divisio~ staff prior to the hearing. 

Emery's domestic) international and system operations were 

all conducted at a profit in the year 1967. System revenues, 

expenses and net income were as follows: 

Emery Air Preigh~ Corporation 

System Operations .. Year JI.967 

Total Revenue $ 62,400,493 

Tot:ll Expense 

Operating Income 

Taxes and Profit Sharing 

Net Income 

56,225,236 

6) 175,257 

2,924,825 

3,260,432 

System ope~ations for the six-months perioci ending 

June 30, 1968, showed a net income of $1,910,363. 

A cost analysis of applicant's California intrastate 

operations was introduced by a certified public accountant. The 

~~tncss testified that Em~ry's internation~l) interstate and 

intrastate services within Californi~ are perfo~ed by common 

1 .. ,. t"· • emp oyees us~ng co~~on ~ac~~~t~cs. No ceparate records are 

maintainec~, o£ in';:rastat~ costs and revenues. For these reasons it 

was necessary to the development of the cost analysis that intrastate 
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revenues and intrastate expenses be segregated fro~ system costs and 

revenues~ Such a separation 1 to th~ extent possible, was made by 

the witness for a test period which the witness asserted is 

reasonably repr~sentative of Emery's operations~ 

An abstract of all intrastate ~h!pments moved between 

the company's prinCipal terminal areas in California wss prepared 

for a period of one week in December of 1967. The revenue derived 

from present rates and from proposed rates was determined for the 

shi~ments in this sample. 

Average pickup ~nd delivery and terminal costs per 

shipment were calculateG, together wi~h a determinatio~ of the air 

freight charges paid by E~ery to ~~r carriers. To these est~ated 

costs were added an increment for overhead and administration based 

on the average costs incurred in Emery's system operations. The 

resulting total costs for cacCj, shipment :.\.n the sample were compa:::~d 

with revenues for such shipments under present ancl proposed rates~ 

For the shipments included in the sample, present revenues 

totaled $2,615.34, and expenses totaled $3,229~61) reflecting a 

net loss on such traffic under ?resent rates of $614~27o The sample 

revenues uncle= proposed ::ates amoun'l:ed to $3,533.86; s;;:.id revenues 

exceeded expensea by $304~25, producing a ratio of expenses to 

revenues of 91.4 perce~t~ 
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On an annual basis, the witnezs estimated that the 

proposed rates would yield revenues, exp~ns~s and net revenues 

as follows: 

Statement of Estimated Annual Intrastate Revenues, 
E?£penses and Net l~come at Present ~:nd P::oposed Rn.tes 

Present 
R:r:l.tes 

Revenues $135,998 

Esttmated Expenses 167,940 

Net Income (or loss) (31;1'942) 

Proposc;:d 
Ra.tes 

$183,761 

167,940 

15~82l 

Total 
Increase 

$47,763 

47,763 

The proposed increases in applic~,t's rates between 

various points in the state range from appr.oximately 1 to 53 percent 

with an avernge increase of 18 percent. The increases proposed in 

rates between San Francisco and Los Angeles ra'.:lge from approximately 

4 to 40 percent with an average increase of 27 percent. Some 

reductions are being made in the proposed ratel~, mainly in the 

shipments of seven pounds or less. Such shipments comprised 

44 percent of the shipments handled during applicant's sample week. 

Applicant's revenue for the sample week shows an increase under 

the proposed rates of approx~~ately 29 percent. 

The Commission staff position, as expressed in the document 

filed on October 18, 1968. is as follows: The record is clear that 

during the period 1954-1968, applica~t has experienced substantial 

increases in expenses connected with its overall California 

operations and in the charges it must pay to underlying air carriers. 

Although applicant's cost and revenue showing is not separated as it 

rel~tes to the California intrastate portion of its traffic, it is 

apparent that costs have increased and that increases in intrastate 
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rates are justified. It is the staff's view tha~ the increases 

proposed in this application do not appear to be excessive when 

compared with the increases in applicant's overall expenses and 

when considered in light of current economic conditio~~o 

The Commission finds as follows: 

1. Applicant operates as an air freight forwarder in 

intrastate transportation within California and in interstate 

~d foreign commerce. 

2. Applicant's current intrastate rates and rules became 

effective in March, 1954 and have no: been changed materially since 

that date. 

3. The principal elements of applicant's costs of providing 

service within California have increased since applicant's current 

rates became effective. 

4. The cost study introduced herein reasonably represents 

the estimated costs of providing intrastate air freight forwarder 

service by applicant. 

5. In the aggregate, reVenues from current rates fail to 

cover the est~ated costs of providing service within California. 

6. In the aggregate, revenues to be received from proposed 

rates will exceed the estimated costs of providing intrastate 

service by approximately 9 percent. 

7. The rate increases proposed in the application are 

justified. 

The Commission concludes that the application should be 

granted, and that applicant should be authorized to depart from the 

long- and short-haul provisions of the Public Utilities Code to 

the extent necessary to publish the revised rates authorized herein. 
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IT IS ORDERED that: 

1. Emery Air F~eight Corporation, a corpo=ation, is 

authorized to establish the increasled rates ~d charges as 

proposed in Application No. 5038S, as amended. 

2. Tariff publications authorized to be made as a result of 

the order herein may be made effective not earlier than ten days 

after the effective date of this order on not less than ten days' 

notice to the Commission and to the public. 

3. The authority herein granted is subject to the express 

condition ti1at applicant will never urge before the Commission in 

any proceeding under Section 734 of the Public Utilities Code or 

in any other proceeding, that the opinion and order herein 

constitute a finding of fact of the reasonableness of any particular 

rate or charge, and th3t the filing of rates and charges pursu~~t 

to the authority herein granted will be construed as a consent to 

this condition. 

4. Applicant, in establishing and maintaining the rates 

authorized hereinabove, is authorized to depart from the long-

and short-haul provisions of Section 450 of the Public Utilities 

Code to the extent necessary to comply with this order. Schedules 

containing the rates published under this authority shall make 

reference to this order. 
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5. The authority granted herein shall expire unless 

exercised within ninety days after the effective date of this 

order. 

The effective date of this order shall be twenty days 

after the date hereof. 

Dated at ___ $.._"':11_, _T .... _::: .... ·:~._·'_'· ___ , California;r this JC 
d ~ NOV~M8ER 1~68 ay o. ______________ ~_-__________ ~, ~ • 

p": 

COmmissioners 

CC'I!?,:,~<';t"~~"'.~~ I!. 17. Gctov. being 
n~c'" .', ~,.,t.. c!:i.<! ),'lot. ptlrt1C1pat:EJ 

~n i.~.C c.:'tJl)o~l·~ioll of this proceeding~ 

Commi:sionor Fred P. Morrissey, be! 
nccc"""'r4 "r ",.,.. t ng 

" ' .,l" ' .... ,o<;ln • clio n()t ~3rt1c1p8to 
in tbo d1spos1t1on o~ th1s procOeding. 
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