Decision No. BOC’:{ 2;

BEFORE THE RAILROAD COMMISSION OF THEE STATE OF CALIFORNIA.

2l

Case No. 4231.

In the Matter of the Investigzation
on the Commission's own motlon into
the rates, rules, regulations, char-
go0s, contracts, practices anld oper=-
ations, or anry of them, of J. C.
EORNALL, doing business under the
name and style of ARBUCKLE WAREEOUSE
and DEPTUE WAREHOUSE COMPANY, & cor=
poration.
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Goorgé R. Freeman, for DePue Wareohouse Company,
Respondent.

Hudson Foxrd, for J. C. Zorrall, Respondent.

L. A. Balley, for Californla Warehousemen's
Association, Intervener.

William Dwyer, for Sacrsmentd River Warehouse
Company, Intervenor.

BY THE COMMISSION:

OPINION

Trls proceoldling was instituted upon the Commission’s owm
zotion for the purpose of inquiring into the rates, rules, regula-
tions, charges, contracts, practices and operations of J. C. Hormall,
owning and operating the Arbuckle Warehouse at Arbuckle, and DePue
Warehouse Company, a corporation, Iin comnection with the operation
of 1ts warehouse at College City.

A pudblic hearing was had before Examiner Austin ai
Williams on July 12th, 1937, when evidence was Introduced, the matter
submitted, and it is now ready for declsion. Respondenta appeared,
Mr. Horaall personally, and DePue Warehouse Company through its
offlcers, both belng represcnted By counsel. Sacramento River Ware-

house Company, engaged as a public wtility In operating warehouses

at various points in the Sacramento Valley, intervened in the
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procoeding and participated In the hearing. The Californils Ware-

housemen's Assoclation also appoared as an inteorvener.

The evidence presented &t the hearing may thus be summar-

Respondent, DePue Warenouse Company, completed the College

City Warehouse during the latter part of 1936 snd iIn October of that

Year commenced operations Dy recelving and storing therein for ¢ome
pensation some 23,000 bags of >»ice, a service for which this
respondent then had provided no rate in the tariffs it nad £iled
with this Commission. Through Its agents, 41t solicited the grain
storage business of farmers whose farms were in the vicinity of
College City at & quoted rate of $1.25 per ton for the storage
season. Falling to obtain the share of the business or s promise
thereof, in the guantlity to which 4t felt L% was entitled by rescson
of its proximity to the grain fields, this respondent, in an attempt
To attract business, establiskhed at the College City Warehouse on
one day's notlce a grain rate of $1.00 per ton waich It published
in its tariff filed with this Commission, effective June 24, 1937,
a3 the initlal rate applicable to the storage of grain in the College
City Warehousae.

The principal competitor of the College City Warehouse
for graln and rice storage is the Arduckle Warohouse conductod'by
respondent Hormall, which has been in operation for many yesars. The
Arduckle Warchouse, which 1s adout three miles from College City,
obtains much of the grain stored therein from the srea suwrrounding
College City.

The DePue Warehouse Company operstes a nuaber of other
warehouses In the Sacramento Valley. The rate on graln at all of
those warehouses 1s at least $1.25 per ton and in some instances is

23 high as $1.40 per ton. Other warehouses in the Sacramento




Valley, iIncluding those operated by Intervener Sacramento River Ware-
house Company, have & rate for the storsage of grain of at least
$1.25 per ton. The Arbuckle Warehouse grain rate 4s $1.25 per tonm,
but respondent Eornsall has applled to the Commission Zor permiszsion
to publish on less than statutory notice a rate of $1.00 per toz on
grain to meet the rate of the College City Warohouse. Action on
this applicatiorn was withheld at Hormall's request pending the out-
come of Thls proceeding. Hormall asserted that competition justiflied
the proposed rate, although, in his judgment, it would not be com-
pensatory.

Je W. Osgood, Vice-President and General Nanager of the
DoPue Warehouse Company, testiflied that the operating conditions and
the services offerod and rendereod were almost Ldenticsal st all of the
DePue warchouses. He conceded that the grain rate of $1.00 per ton
charged for storage at College City was zot compensatory. This rate,
however, was inaugurated in an effort to get business at sny ¢cost,
in the belief that it was dotter to have a full warehouse at $1.00
per toxr than a comparatively emplty warehouse at 51,25 per ton. Ee
s3tated that In his opinion discriminatory or preferontial practices
were pursued by respondent Hornall, bdecause notwitostanding the
longer distance from the grain fields around College City to Ardbuckle
than t0 the College City Warehouse, and the higher storage rate in
effect at Arbuckle, Eornall was still able %o secure the business.
Mr. Osgood testifled that the rate of $1.25 per ton on grain in.
effect at many of the DePue warehouses was not too high, but that it
was sufficient under present operating conditions. Howover, he
stated 1t seemed probable the cost of operation would be increased
because of the likellihood of wage adjustments and groatoer expense

for necessary materials.

The evidence showed that the transportation charges assessed

Py contract carriers against the farmers for transporting grain from

their fields was the samo whother 1t was hawled +to College City or
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to Arduckle, regardless of the difference in distance.

The record shows 1t was the practice of both responlents
o soll bags to the farmers who stored grain In their respective
warehouses at College City and Arbuckle at a lower price than +o
Zarmers who did not store graln with them. Generally, bags were
not s0ld at less than cost.

Mr. Hornell admlitted that seversl years ago he charged
one farmer less than hls published tariff rate for ztoring grain,
but sald ke had not done so since anéd would not do it sgaim. Thre
evidence showed this responmdent had lent money to some farmers in
the vicinity, dut he denled he had &one so in order to odtain storage
business. Although Hornall 4s engaged in various business exterprises,
be neglected to include nom-utility business in his annusl report to
this Coxmission because, 30 he stated, he did not Imow it was
necossLaTy.

From the record ixn this case, it appesrs thet if the rate
of $1.00 per ton for the storage of grain st the College City
Warohouse were permitted to continue in effect, then the competition
between Arduckle and College City might justify the institution of
a $1.00 rate on zrain at Arbuckie. If the $1.00 rate on grain were
established at Arbuckle, competition would §robably be urged as
sufficlent justification for a similar reduction at the County Line
Warehouse and at the Berlin Warehouse of the DePue Company. Thls

process could and 1t 1s reasonoble to suppose would continue tharough-

out the Sacramento Valley, theredy resulting Iin a disastrous rate
war which would unsettle the whole warehousing dusiness. Mr. Osgood
testlifled that 1f the $1.00 rate were established iz all of the
DePue warehouses, that compery would ultimately become benlrupt.

It 1s obvious that the warenouses porform a valuable and
necessary service for the farmers, which should not be dostroyed.
Hence, thelr rates, which are required by the statute to be Just,
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reasonable and sufficlent (Public Ttilitles Act, Sectlor 32), showld

be at least compensatory. |

The rate of $1.00 per ton for the storage of grain at the
College City Warehouse is admittedly noncompensatory. The uncontrg-
dicted evidence szshows that.the operating conditions sro practicslly
Léentlical with those of other Sacramento Valley warehouses. The
prevalling rate of such other warechouses is $1.25 per ton and in a
few lostances zlightly higher. The evidence indicates that on galn
the rate of $1.25 per ton 1= a minimum reasomsble rsate wnder present
operating conditions.

Tho ovidence adduced at the hearing indicates that bHoth the
DePue Warehouse Company and Mr. Hornall have been lax in cortain
respects In conducting thelr respective warehouses. Over a poriod of
several months, respondent DePue Warehouse Coxpany engaged in the
storage of property at its College City Warehouse without Iirst having
published and f£iled *ith the Commission rates applicable to this
business. Thls applles particularly to tae storage of rice for which
no rate was ever filed. =Bocause of these derelictions in duty the
Commission's attoraeys will be directed to Institute pProcesdings
agalinst this respondent to recover appropriate penalties.

In the instant proceeding the Commission is concerned
primarily with protecting the puvlic, the respondents, and other ware-
house compsnies engaged in business in the Sacramento Valley from the
consoquences of a destructive rate war. Coupled with this, however,
is the necessity for compelling the observance by these utilities of
thelr legel obligations.

As we have stated, respondent DePue Warehouse Comparny pube
lished with the Commission, ss %ts initial rate applicable at the
College City Viarchouse, & gralin rate of $1.00 per ton. This reapondent,

however, had previously accepted rice for storage at that warehouse




under rates which were not shown 1x its published tariffs; in fact,
no rate or that commodity had been published at the date of the hearing.
Therefore, the storage of grain to which the filed rate of $1.00 per
ton applied did not actually constitute the infitisl storage 4in which
it kad engaged. Ead the rate on rice been published as it should
have been, respondent could mot lawfully have filed the gelin rate
excopt upon thirty days' notlce, as provided by Section 15, Public
Utilitles Act, and it was not Justifled in Iiling this gralin rate
upon one aay's notice, as it undertook to do. This rate will there~
fore be cancelled. Ve shall require this respondent to publish and
file Immodlately a mew tariff cancelling its existing taxriff and

establishing therein a season rate of not less than $1.25 per ton on
grain In bags.

Based upon the evidence offerod at the hearing of this
matter the Rallroad Commission of the State of California heredy Zinds
8= Iacts that the rate of $1.00 per tor on grain pudblished in the
tarlll of respondent DePue Warehouse Company applicable to its College
City Warehouse Ls Insufficient, wnreasonadbly low and noncompensatory;
that a minimum reasonable snd sufficient rate thorefér 1z $1.25 per
ton on grain; that DePue Warehouse Company should be directed to
oestablish immediately a rate of this voluze; that between October,
1936, and July 12, 1937, respondent DePue Warehouse Compaxy was
engagec, as a warehouseman, 83 defined in Section 23, Public Ttilities
Act, in condueting a warehouse st College City for the storage of
rice for the public generslly for compensation without first having
published snd filed with thls Comxission any schedule or schedules
skhowlng the rates, tolls, rentals, ckharges and classifications charged
and collected or to be charged or collected for such 3 torage or

service; that sald respondent DePue Warerouso Conmpany falled and

neglected during sald period to file with the Rallroad Commisszion any
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tarlff or tariffs providing rates for the storage of rice in its ware-
Louse at College City and 4Lt should be requlired to do so at once.

It further appears that respondent Hornell in tho operation
of kis warehouse st Arbuckle has boer careless in at least ome
instence in failing to assess hic correct tariff rste for the storage
of grain. Ee will be expected to comply strictly with his f£iled
Torliff rates in the future, but since the obligation to observe tho
tarlff rates ls founded upon the provisions of the Public Utilities
Act, Lt is not necessary nor desirable that the order herein contaln
any direction to this effect.

The Commissiom will maintsain a close watch on the operation
of these two warehouses to assure full complisnce by respondents with

the torms of this decision and of the provisions of the Public
Ttilitles Act.

RDER
A pudblic hearing herein having been held, evidence received

and the matter cduly swhmitted, and the Commlssion now being fully
advises Iin the prexisos:

LT IS EEREPY ORDERED that respondent DoPus Warehouse Company,

& corporation, be and it is heredy ordersd and directed to publish snd

file on not less than ome (1) day's notice to the Commission and to the
public azd mot later than ten (10) days from the effective Cate of this
order in a relizsue of 1ts Country Warehouse Tariss No. 9, C.R.C. XNo. 9,
spplicable st College City, 2 rate of #1.25 per ton for seasen storage
of whole grain in bags in lieu of the oxisting rate of $1.00 per ton for
s3ld season storage, snd a rate or rates £or the storage of rice.

This order shall bYecome effective on the date hereo?.

Dated at San Francisco, Cal¢roré:§§752;s‘7i7” aay of
'/2@&4;~i%z , 1937, ZE,
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Comnisslonera.




