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Decision No • 76105 

. BEFORE THE PUBLIC tJ'l"ILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of RAILWAY EXPRESS ) 
AGENCY, INCORPORAXED to increase) 
intrastate rates and charges for » 
surface express service. 

-------------------------) 
OPIN'ION 
---..~---

Application No. 51027 
(Filed April 24;, 1969) 

Railway Express Agent:.y, Incorporated (REA);, is an express 

corporation operating throughout the United States, including 

Hawa1i and Alaska, in both surface and .air express service. Its 

surface express services utilize mainly railroads for long distance 

heuls and common c.arrie~ truck lines for local hauls. Collection 

and delive-ry ere performed by applicant T s 0'Wn vehicles or by othe= 

for-hire motor carrie~s. By this application REA seeks to increase 

its first class Cal1forr~a intrastate rates and m~n1mum charges for 

surface express traffiC and to cancel its i~rastate second class 

~4t:es and certain commodit:y rates. The soughe chenges in class rates 

and in minimum charges would parallel like adjustments which ~.:tle 

effective with respect to applicant's interstete traffic on March 5~ 

1969. Applicant estimates that the increases herein sought will 

~esult in an increase in revenue of 7-1/2 percent for California 

intrastate surface express traffic. 

Specifically, it is proposed that first class rates shall 

be increased by appro~ately five percent and thet the mi~um 

charge per shipment shall be incre.e.sed from $5.S0 to $6.00. The 

second class rates, th~ applieation st~tes, apply princip~lly to 

articles of food and drink.. .After cancellation of said rates the 
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first class rates would apply to shipments of those articles. The 

val uation charge would sl so be increased frOCl 23 cents to 25 cents 

per $100 of declared valuation. The commodity rates proposed to be 

cancelled apply on a wide variety of articles between various points 

in the state. They are set foreh in applicant" s "Local Competitive 
y 

Tariff" and in a ~1iscellaneous Cotnmoclitiestr tariff. 

The application was carefully analyzed and add~:ional data 

obtained relative thereto by members of the Commission~s Finance aDd 

Accounts Division and its Transportation Division staffs. The 

results of these separate studies were incorporated in ewo reports, 

which are hereby received as Exhibits 1 (Finance and Accounts 

Division) and 2 (Transportation Division). 

REA alleges that its CalifOrnia intrastate surface express 

operations are being conducted at a loss and Will so continue, even 

if the sought increases are authorized; that it is currently en

countering serious loses on its nationwide operations as a whole, 

which losses threaten REA" s solvency and its abili~ to continue 

rendition of its historiC express service; that the substantial 

parity between intrastate and interstate express rates,whieh granting 

of the application will effect, is necessary to avo1cl undue and un

reasonable prejudice against shippers and localities involved in 

~nterstate commerce; and that REA!s proposal will result in tariff 

simplification.. Under the pro:posa1s~ substantially sll express 

charges and rules will be confined to three tariff publications .. 

hi The tariffs involved in the revisions proposed in this proceeding 
are ieent1f1ed on peges 1 and 2 of the epp!icetion. Applic~~ 
maintains some commodity rates in other tariffs which erc ~ot 
affected by the application herei~_ 
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A summary of applicantTs est~ted r~~enues and expens~s 

from California intrastate surface express operations for the year 

1968, taken from the applicetion, is set fo:th below: 

California Intrastate Est1mated 
Revenues and Expenses fo,:, Year 

Er'.de_d December 31 J 1968-

Revenue 
Expenses and Ta."'Ces 
Purchased Transportation 
Total Cost of Service 
Excess of Cost Over Revenue 

$1 .. 627,425 

Applicant T S estimates of revenues .and expens~s for intra

state surface express operations., adjusted to give effect to rate 

increases sought· herein and to known increases in expenses.. are 

set forth below: 

California Intrastate Est~ted 
Revenues ~d Expec~es Adjusted for 
Sought Revenue Increase and Known 

Changes in Expenses 

Revenue 
Expenses and. Taxes 
Purchec~d Transportation 
Total CO$t of Service 
Excess of Cost CV~r Revenue 

$1,822,093 
$1,866 .. 683· 

200,300 
$2r~~~3 .. ro-

Statements attached ~o the application set forth the steps 

by which the est~tes of operating results summarized in the tablee 

above were developed. Applicant does not separate its CalifOrnia 

intrastate revenues and expenses from its total. operations. I'I: does, 

however) maintain records of all shipments handled at California. 

stations (interstate and intrastate) .. ~ well as the revenue from 

such shipments and expenses inc~rred by thos~ stations. The number 

of 1ntrastat~ shipcents ~ the intrastate ~ever.ue are then es~~~ed 
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by applieant on the basis of a four~onth actual count of waybills 

covering intrastate shipments from all seations in Califoxnia. Iuera

state expenses are est~ted by taking a percentage of the total 

California expenses l besed on the relationship of the e$t~ted intra

state shipment handlings to the total California zh1pment handlings. 

This relationship is esttmated to be 9.21% for 1963. Total California 

expenses &re those incu:red at the California stations in handling 

shipments orlg!.na:ing a:rv:J/or tenuinating in California-

The cost of purchased transportation is also an estimated 

figure based on the estimated number of intrastate shipments 3nd the 

average cost per carfoot mile. This latter figure is obtained from 

contracts negotiated with the underlying carriers who perfoxm intra

state transportation for applicant on the basis of linear feet use~ 

in the underlying carrier's vehicle. 

Exhibit 1 sets forth in detail l as developed by the staff, 

the p~ocedures employed by applicant in arr1ving at its est~tes of 

CalifoTnia intrastate surfaee revenues and expenses for the year 1968 

and as antieipated under the proposed retes at et:r:-ent expense levels. 

It is not d.eemed. necessary to incorporate herein the s~af£fs ~ysis. 

The Finance and Accounts Division concludes that the increase in 

revenues produced by the requested increase in rates ~ll not result 

in excessive earnings or return on applicantfs California intrastate 

oper3tions. Both staff diVisions believe that ehe methods that have 

been employed by applicant in est~ating its intrastate revenues 

and expenses arC reasonable and acceptable for the purposes of thiz y 
proceedins_ 

~ A?plic~~~ is a Delaware corporation headqua--tcred. ~n New York, 
where its basic corporate and. accounting records were made. 'I'he 
staff, therefore, has not been able to examine such records or 
to test-cheek the financial information set forth in the appli
cation or separately furnished the staff by applicant. The 
Finance and Accounes Division points out tha: its abov~-steted 
conclusion is subject to the qualifications inhey.~t in the 
assumptions which it has necessarily made, under the circum
stances, in its analysis. 
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In tables attaChed to Exhibit 2 the Transportation Divis10n 

staff has made a series of eompsrisons~ for the past ten years~ of 

applicant's operating results~ as experieneed systemwide and as esti-·· 

mated for California intrastate trsffie. Thus:l estimated revenues 

from ehe lateer traffic ranged from a low point of $l~OlO,OOO in 1961 

to a high of $1,946~OOO in 1967, followed by a sharp drop to $1,628,000 

in 1968. The estfmated California intrastate operating ratios 

reflected loss positions during the entire ten-year period. Also 

during the entire period the ratio of Californ1a int.astate revenues 

to applicant's system revenues did not exceed six-tenths of one 

percent. During the ten-year period, system operating ratios re.nged 

from a low figure of 89.7 percent in 1962 to a high of 10l.5 in 1968, 

the first year in the period in question in which a net loss was 

experienced in systen operations. All of the above-stated figures 

in this paragraph relate to the company! s total operations,. including 

surface and air express service, and nontransportation revenueS. 

Applicant proposes to cancel two commodity rate tariffs 

and its second class rates, Exhibit 2 states, because these rate~ hevc 

very little use. About 15 percent of applicant's 1ntrastc;:te t:,llff1c 

is ratable under the commodity tati.ffs; the second class rates, as 

hereinbefore mentioned~ apply on articles of food and drink, which 

comprise a very small part of the carrierTs traffic. About 48 percent 

of its intrastate traffic, the exhibit shows, moves under commodity 

rates not involved in this application and originates from a few 

prir.c1pal shippers. Forty-three percent of REA's intrastate traffic 

is ratable under first or second class rates or commodity rates 

proposed to be cancelled and originates a!mos~ entirely from tOP

general public on resident:ial pickups. The re:ma:Lnder of the carrie':" '! s 
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intrastate traffic moves on government bills of laaing, exempt f:om 

regulation. REA has no California intrastate carload traffic .. 

Both of the aforementioned staff divisions recommend that 

the application be granted by ex parte order, in the absence of 

protest. 

The application was listed on the Commission's Daily 

Calendar of April 25, 1969. No objection to the granting of the 

application has been received. 

In the circumstances, it appears, and the Commission finds, 

that the proposed increases in rates are justified.. A' public hearing 

is not necessary. The Commission concludes that the application 

should be granted .. 

ORDER --.....,-.-. 

IT IS ORDERED' that: 

1. Railway Express Agency, Incorporated" is a.uthorized to 

establish the increased rates and charges as proposed in Applieation 

No. 51027. 

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 that applicant ~ll never urge befo=e the Commission iu 

any proceeding under Section 734 of the Public Utilities Code? or 

in any other proceeding, that the opinion and order hcreir. constitute 

a finding of fac~ of ~he re~onableness of any particular rate or 

charge ~ and that the £::'11:7.8 of :;oates and charge:; pursuant to the 

authority herein granted ~ll be construed as 4 consent to this 

condieion. 
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4. The auChoricy herein granted shall expire unless exercised 

within ninety days afcer che effective date of this order. 

The e£fecc1ve date of this order shall be twenty days after 

che dace hereof. 

Dated at ___ ~Man~.=.b~'r'4Jl~C).':::':)c::::::O~_~ California, this 

day of ____ ...... ~t;.,;.;Ir,.;..;:U .. S_f. ____ ) 1969. 
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