Decision No. F/¥ &

33PCRE TEE RATIROAD COLLISSIOE OF THE STATE OF CALIFCRKIA.

In the Matter of the Application of )
Davies Varekouse Company, )
Los Angelea Warehouse Company, )
Pacific Commercial Warehouse Company,)
Santa Fe Warehouse Conmpeny, )
Scattuck & Ximmo Varehouse Company, )  APPLICATION XO. 6412
Union Terminal Tarerouse Compaxry. )
for permission to Increase rates and )
chaxrges for storing and khexdling )
coxnodities In warehouses in the )
city o2 Los Angeles, Califormia. )

Zexoy M. Bdwards for Applloants,

Geoxrge V. Howaxd for flour Jodders and bakers
in Los Angeles, '

Howaxd C. Eonsall for Holly Sugar Corporatiox,
Zos Alandtos Sugar Compeny, Sante Ans Sugar
Company, Southern California Sugar Company saxnd
Anghelix Sugar Company.

MARTTE, COIIISSIORER:

OIS IOX

Lpplicants do 2 general warehouse busineas Iixn the City

of Lo Angeles. Zack is & public utility, In that it performs &
regular storage service for compersation in commnection with or to
facllitate the transpoxtation of propexty by common carriexr ox
vessel, or the loadlng or unlosding of the seame. The recoxd
snows that the majority, 1L not all, of applicante are engaged in
otker linmes of privete atorege or in otiher activitles more or less

associated with warehonsing, but not covered by the Public UtLlit-

les Act and, therefore, mot subject to regulation by the Rellrosd
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Commission.

Prior to the enactment of Chapter 91, Statutes of 1915,
jurisdiction over warehouse ntilities located In the city of Ios
ingeles was vested in the municipallty. By the statute, effect-
ize August 8, 1915, the Rallroad Commission ascquired the =same
power of control over public utilitles within the various incor-
porated cities of the State as it had previously exercised in
othexr cases. Applicants herelin who were operating at fhat time
end had not already done 80, were required to file their schedules
of rates and regulations and otherwlse comply with the terms of
the Public Utilities Act ac amerded.  Sckedules so f£iled were in
no wise wniform, being in most Instances bdut memorende based upor
individual experience afforded by the tonmage then avallsble.

These gckhedules were superseded by printed tariffs, kmown as
Toarehouse Tariff No.2, filed ox ipril 4,1919, the same represert-
ing & concerted effoxt to bring the schedules within the Com-
micsion’s tariff requirements. Retes auni regulations shown in
these tariffs were publiched uxder aunthority of Decision No. 6209,
dated March 22, 1919, the rates on some of the principal commod-
ities beling f£xox 25 to 50 per cent higher than previously in effect.
Ls Increased, these retes were designed to produce approximately
25 cents per ton per moxtkh storage and 25 cente per tox for the
labor costs of hendling the commodlities Into the warehouses and
delivering the ssme. On Marck 1, 1920, under authority of
Decision No. 7118, dated February 11, 1920, the handling charge
was increased by 50 per cext, msking & charge of 37% cents per ton.
Applicants' schedules now in force (Warekrouse Tariff X0.3,0.R.C.X0.

3), became effective December 6, 1920 and carrlies retes and regu-

latlons wniform as to all the partles to this proveeding.
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In thelir petition, applicsnta represent that the existing
Schedule o:.“.’ ratae under which they operate was originally based,in
& large measure, upoxr Schedules published and f£iled by the Sam
Francisco warehousemern im 1912, dut was Llssued without due regard
to the reasonsbleness o< the rates o establlished; that the stor-
age rates are, in the main, still in effect; alsc that the labox
hardling chexges, 5.3 inecreased by Decision No. 7118, suprs, are

8t11l grossly inadequate. LS & result, the application recltes

+hat

"Potitioners have been unable To operate thelir
-public wLllity warehcuse busineas at & reason-

gble profit, sud Iin many instexces have been
operating at an actual loss."”

Applicants further claim, in thelxr petition, that they
are utnable to reduce present operating costs, witk particular
reference to labor, the principal cost item; that the existing low
rates hamper expansion of the warehouse business in the c¢city of |
Los Angeles; tl;xa't the presexnt systenm of clasesifying and rating
commod.ities is obsolete and leade to discrimingtions; that applic-
ants, in common with other publlc uwtility warehousemen, are at all
times expozed to unfair competition dy muregulated warehouses;-
all of whick matters., together witkh others enumerated in the
potition,end more or less vital to the waxrehouse industry, have
been taken Linto comsideration Lin compiling the proposed schedule.

Tnder this application ss emexnded, it 18 proposed to put
into effect at all warekhouses operated by The appllicants within

the city of Los ingeles & schedunle of rates, rules and regulations
a8 Set fortkh In Exhibit marked A, attached to and made part of the

application. It is proposed to lmerease the handling charges

fron a basic rate of 374 cents per ton to approximately 75 cents
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pexr ton, or an advance o 100 per cent. The suggested tariff is

& complete departure from the ore now in effect; it cortains s class-
{Zicatlion of coxmmodities and a rate table, the plan belng to clasalfy
the commeditles into like groups and assess charges without discrim-
ination, thue eliminating alleged uwrreasorable differences existing
under the specific commodity rates now in eflect.

The storage ckarges under the present tariff are assessed
upon an average noxthly basis of approximately 5 cents per sauare
Loot of floor gpace, while the proposed retes are computed uponm &
basis of 6% cents per square foot. This baslic rate, however, is
subject to certain modificatlons governed by the valuwe of the com-
modlity, its liebility to leskage, fermerntation, vermin, dust or
other elements, whickh add to the ordinary expense of storing mexr-
chandise and result in charges agalnst certain specified commodities
greatly in excess of the 30 per cent increase represented by chang-
ing the rate base from 5 cexts to 6% cents per square foot; in Some
instances these storage ckarges would be edvanced more than 100 per
cent.

ExkIbit B, attacked to the applildation, purports to show,
on & tonnage basis, the changes whick would result under the pro-
posed new classification and rates. As to storage chargéa. it is
claimed the increases would be offset to some extent by redunctions.

4 hesring was held on the appliocation at Los Angeles
Tebruary 4, 1981, at whicn time the only proteétanxs‘were repre-
Sentatives of the flouxr bakexs' supplles and the sugar interests.

These protestents, however, presented no concrete figures or =ub-

stantial facts to Justify the cleims that their particuler commod-




ities should constltute exceptlons to the proposed rate achedules.

4t the kearing 23 exhiblits were f£1led; they included
schedules Ln effect in other States, photographs of the Los Angeles
warehouses, financlsal statements and otkexr data. Titnesses test-
Ifled in detail as to the services, comsiruction costs and the
land values o2 the warekouses in Los Angeles.

Ex2idit Fo. 5 purports to show that oZ the gross floox
area of all warehouses operated by spplicants at Los Angeles,
apounting to 717,563 8quare feet, only 70.4 per cent, or 505,486
square feet, are avallable for sctual storage, the remaindexr being

ocoupled Lor stalrways, elevators, aisles, offices, ete. This
exhibit also shows the proportionate rate of tonnage elevated to
the various warehouse floors, dbut since these conditions are not
peculiar to Loz Axngeles warekouses and no modiflcation of the
proposed. ha.ndling charge based upon the elevation cost L8 involved,

tre exhibit constitutes a mere matter o2 information.

Exnibits Nos. 8, 9, 10, 1%, 12 and 13 give the earnings

and expenses for each of the applicanta, except the Pacific Com-

merclal Warehouse Company, thet of the Unlon Terminal Warehouse
Company covering & period of seven months, Jammaxry 1 to July 31,
1920, and Zor & perlod of twelve moxnthe, August 1, 1919 to July
31, 1920 for the othexr Lour companies. The summary carried in
Exhiblt No. 8 indicates there was & profit during that period of
$37,429.45 in the storage operations, and a loss of $50,275.67 in
the hardling oyerations, or g net loss during that time, to the
f£ive companies shown in the statement, of $12,851.22.

The value of these exrnibits is materlally reducsed, by




reazonr of the faot that in two of the exhibits the figures in-

clude non~public utility business, wkile irn the other three cases
the direct and gezeral expensesS have been Segregated and appértioned
tvo the various classes ¢f business on a more or less a:cbi.frary
basis.

For the 108 Angeles Tarekouse Company the apportionment
0f the expenses to the pudblic utility service is on the dasisg of
the income of the total buslness transacted., whlich I8 at & ratio
of 65 per cent public utility and 35 per cexnt non-public utility.
In the remsining instances the figures used sre designed to cover
public service only, but the basis Lor the apports.onmdﬁct of the
cost 13 mot ghown, althougk all of the companles, %o a greater or
iess extent, are ergaged in non-public utility business, suck as
moving and storing homwsehold goods, the trucking ‘and fomaiding of
merchandise and the remtal of space. Agein, these exhibits are
defective in that tre Pacific Coxmercisal Tarehouse Company,
prodvadly 'thé only applicsat dolng a strictly publlic uwtility
business, hes not bean included in the statements. Yeither the
exnibits f£iled nor the testimoxry of the witnesaee gave :Eacté or

figures showing detailed valuations of applicants’ properties and

the separate and common us2es lanvolving the wiility amd non-utility

sexvice.

0f the five coxmpanies rendering exhiblts of revemues and
expenses only one ownS the warekouse propsrty devoted to the seﬁice;
the otrers pay rent. The company neving ownershlp included in the
oxhlbit, as operating expenses, Interest at 8 per cent on the prop-

extly investment and 6 per cent InterxesSt on & mortgage, melking a




total for interest of $26,349.94. Return on investment cammot
be included iIx operating expenses and with this amount eliminsted
the statement would show, instead of a deficit of $13,006.43, &
profit of $13,343.51 for the storage and handling of the public
utility business.

The only company devoting itself to strictly warekous-
ing business, all of which by the provisions of the Public Util-
ities Act ls under thae Jurisdiction of this Commissionr, is the
Pacific Commercisl Verehouse Company, incorporated, ani trls
company presented no exalblts of itec revenue and expenses.
iccording 4o the aunual report £iled Fedbruary 25, 1921', the com-

peny, Ln the year 1920, hed a net opersting revemue of $16,779.82

end a net corporate income of £18,372.92; it owns no property, but

peys an emnual rental of $21,420.00 for the use of the warehouse
devoted to the sexvice. Thother or not this rental charge is
recsonable we are unsble to state. In additior to the remtal
troere are included in the operating expensee sslarles totalling
$10,151.16 and & commission eamounting to $6,470.19, whick latter
Item, it is understood, is in the Lorm of & bonua pald to the
manggaxr of itke coxmpany. Notwithstanding these extraordinary
exponse items there was & net corporate income for the year 1920,
as heretofore stated, of $13,372.92, or 362 per cent por annum
upon the cepltalization of $50.000. The assets of the company
consiat of cash, accounts recelvable, notes receivable and Liberty
Bonds, there being no investment in property L£or the conduct of
the buciness, all the property used ap;iarently being covered by
the item :for reatal. IManifestly, upon the showing wade by this
company sStanding alonme the Commission could not permit increeses

In rates.
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The amnuel reports on Tile with this Commlzslon show
thet oll of the companies earned substentlal net profits from
thelr total operstioms during tho year 1520. Ls shown by the
oxhibits, the storsge opersiicmsunder the present rates have
proved profitable, but the exsct amount of the net prefit is an
alement of douvdbt witkh all the companles except the Pecliflic
Commercial; this for the reacon that no positive basis of segre-
gatlon oZ the expenses beitween wbility end non-utllity has been
glven. Ehé Pecific Commexcial Compaxy,doing only & storage and
hendlirg business, Secuxed laxrge net profits.during 1920.

| I am of the opinion trhat g skhowing Jjustifying any in-

orease in the storage chargec nas 2ot been made. | he applic-

ation to increaze storasge ckarges will, thereforé. be denied.

In denying this part o? the applicatlion for an Incresse in stor-
age charges, I em not wumindful of the fact that the proposed
classification of the commodities L8 an improvemexnt wupon the
present system, but during this pericd of declinling prices ad-
vances In rateé will not ve permitted unless positive and com-
plete Jjustification therefor Ls shown. It Is auggesied that
the werehousemen aske & furthexr study of the situation.

Exhibit Xo. 19 givec the cost of receiving, piling and
delivering merchandise -o:f different sized packages. The exhibit
represents actual results obtained over & period of nine nmonths,
April to December 1920, complled frox dats assembled by tkre Tos
2ngeles Varekouse Company. eni shows thet the sctusl labor cost
for ha ndling & tor of merckhandise twice; that is, Iinto ard out
of tkhe werehouse, vexries from 24 cents to 50 cexts, deperdent uwpon
the size and welight of the packages rnandled. This labor cost does

not Include tho time lost while the men ox duty are idle, nor in-
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cidertal experses, suck as Insurence, supervision, llights,
supplies, damege claims, Interest on investment, depreciation or
overhead expenses.  Another exnibit wae prescnted setting forth
the labor handling costs at Sen Francisco for moving like kinds of
merchaniise. 2is report would indicate thet although the deily
wage vald lasbor in Sam Franclisco is somewkat higher than trat peid
in Los ZAngeles, the actual labor cost per ton for merchandilise
moved 1s less at Sax Francizco tian at Los Angeles. The con-
ditions under which the tomnage i3 handled at these two cormercisl
centers was not presented and, therefore, the compsrisons mede
have no particular value. |

The extibite end the testimony giver in this proceeding
ée not justi:ﬂy increasisg the presSext baslc labor handling charge |
oZ 37% éents per tor to 75 cents per ton, an increase of 100 per
cent. I am convinced, however, that the rate 02 373 cenmts per
ton is uﬁxemerative. I recommend that the applicents be author-
ized to establish and apply & basic rete of 50 coents pexr tonr for
lgbor and handling ckarges; that they also be permitted to estab-
lish rules and regu.;.ationa numbers 1 to 23 Irclusive, as set forth

in Bxhibit A, atteched T0 and msde part of the spplication. The

remainder of the applicetion ls dismissed.

Davies Tarehouse Company, Los AngelesS Warehouse Company,
Pecific Commercial Tarenouse Company, Santa Fe Jarehouse Company,

Skattuck & Nimmo Tarehouse Compery and Union Terminsl TJarehouse




Company having spplied to the Reilrcad Commisaion for suthority ]
to Increase storage and labor handling cherges now published in

7arebouse Taxiff Fo.3, C.R.C.No.3, effective December 6,1920, a
public hearing having beem held, the matters having been submitted
and being now resdy Lfor decision, the Rallroad Commission f£inds as

& fact that the storage charges have not been found to be wjast ¢r

wnremmzerative,  but that the labor hand.ling charges8 now in effect

at the various warehouses involved in this yroceeding are ‘menmner-
ative, wnjust and unreasonable and that a basic rate o 50 cents pex
tox I8 Just end reasonable fof the lador handling servics.

Basing - ite orcier on the foregoing findings of fact
contelined in tﬁe opinion preceding this oxder,

Ii IS EEREBY ORDERED that the Davies Warehouse Company,
Tos IA.‘ngeles Jarehouse Coupany, Pacific Commercisl Yarehouse COM,
Santa Fe Tarehouse Company, Shattuek & Nimmo ‘.'Iarehoﬁee Company and
Unlon Texrmirel Tarenouse Company be and they are horeby authorized
to publlek and 2ile with the Bellrosd Commission,not later than
twenty (20) days from the date hereof, tariffs containing lgbor
handling ciaxges on 3 vaslec rave of 50 cents per ton:

IT IS ZZREBY FURTEER ORDERED thet the epplicants herein
be pernitted to establish rules and regulations Nos. 1 to 23 in-
clusive, as set forth in Exhibit A attached to and rmade part of the
application. ‘ '

IT IS EEREBY FURTEER ORDERED that the remeining pert of




the appllication be and the same is hereby dismizsed, without
prejudice.

The foregoing opinion and ordexr are hereby approved

and ordered filed as the opinion and order of the Railroed
Commission of the State of California.

o
Dated at San Franeisco, Califormia, thie Vo /ﬁ’ay
of June, 1921.




