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Decision No. 936832

SEFORE THE RAILROAD COIMZIISSICN OF THE STATE OF CALIFCRNIA

Iz the latter of the Application
of COAST COUNTIES WARZHOUSES, a
corporation, for an Increase in
Rates,

Application No. 25733

of SANTA MARIA VALLEY WLrEHCUZE
COMPANY, a corporation, for an
Increase in Rates.

)
)
)
)

In the Matter of the Application )
g Application No. 25800
)

3Y THE COMUISSION:
Appearance
Reginald L. Vaughan, for applicants.
QRINIQXN

Applicants operate public utility warehouses in San Luis
Obispo and Santa Sarbara counties.l They seel auvthority to increase
their rates for the storage of heans, grain and mustard seed, and
for accessorial services performed in connection with this storage;
and to cancel their ctorzge and ascessorial service rates for other
commodities. They also seek authority to establish the proposed
changes in an agency tariff which would supersede their present tar-
iffs.

The applications were publicly heard on a consolidated

record by Exominer Mulgrew at Santa Maria.
The present and provosed storage rates on beans, grain
and mustard sceed, stated 1n cents per ton, are listed in the follow-

ing tabulation:

L

Both applicants operate warchouses at Santa Maria. Coast Countles
Warchouses elso operates warexouses at Arroyo Grande, Zarris, Los
Alamos, Nipomo, Orcutt, San Luis Chispo and Sisguoe, all of which are
within 2 35=mile radive of Santa Maria.
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STORLCGE PERIOD N PROPOSID RATES

First Scasonk*
30 days or less 00
Over 30 but not over 60 days 125
Over 60 days ' 4 150

SECOND AND EA4CH
STRSEQUENT SEASOK

1 Month # 75
2 Months 7 100
3 Months ! 125
4 Nonths . 150
Over 4 Nonths 150

*For all three commocdities Coast Countles Warchouses!
seasons ead May 31lst of each year; Saata Maria Velley Ware-
house Company's seasons end July 31st oxn beans and May 31lst
on grain and mustard seed., The latter seasonal rate arrange-
ments are proposed w0 be adopted by Crast Counties Warehouses.
Rates for storage for lesc than a scason are maintained oy
Coast Counties Warchouses on a calendar month basis. They
are yproposed to be changed to the 30-~ilzy period basis now
in effect in Santa Naria Valley Warchouse Company's tariff.

%~ Coast Countics Warchouses.
# Santa Mariaz Valley Warchouse Company.

0f the several increases proposerl for accessorial ser=

viecs, the most important appears to be thnt relating to delivery
from storage. For tais scrvice, no charge L1s provided by the present
+ariff of Coast Counties Warchouses excent in comnection with the
loading of grain and mustard szed invto car: These rates are 15

and 25 cents per ton, rccpectively. Santa Maria Valley Warchouse
Company, on the other hand, now maintalns i rate of 25 cents per

ton on all tarce commodities for cither louding cars or dellvering
to other venicles. Applicants proposc te .2ctablich & uniform ate
of 5C cents per ton for thesc commodities nnd to sppiy thls rate €9

both types of delivery service.
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Various increases are proposed in comnection with other
accessorial services. Thnose involving sampling, stenciling and re-
welghing will be used to illustrate the character of these proposzl-.
For sampling, the present tariff of Coast Counties Warehouses pro-
vides no charge other than 10 cents per bag when it provides the
bags. TFor the same service, Santa Maria Valley Warehouse Company
makXes no charge for drawing one sample from each lot and a charge of

25 cents each for additional samples. AL&policants propose to furnisn

one samnle without charge and to make *he charge for additional
samples 35 cents each, In regard to stenciling, the charges of both
applicants aroe now based on rates of 10 ¢ents per con Lor an Jirst
line plus 5 cents per ton for each additional line. '‘hey propose to
inerease the 10-cent rate for the first line te 15 cents. Tne present
rate of Coast Countics Warehouses for rewcighing is 15 centes per ton;
the rates of Santz Maria Valley Warchouse Company are 15 cents in
connection with handling from pile to car or truck, 50 cents per ton
when replled in warchouse, 25 cents per ton when dumped in warehouse
(space permitting), and 60 cents per ton when dumped In warehouse

and subsequently repiled., The latter method of providing rates 1s
proposed to be adopted by Coast Counties Warehouses and applicants
scek authority to establish rates of 25, 75, 50 and 100 cents per ton,
respectively.

The proposed accessorial rates, aside from those for de-
livering f{rom storage, cover services not nececssarily required'in
connection with storage and are applicable only when the storer
specifically requests that the service be performed.

Applicants allege that their existing storage and acces-
sorial service rates fall to produce sufficient revenues to meet the

operating expenses necessarily incurred in rendering their public
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utility warehouse services and that the proposed increases are neces-
sary to cnable them to continue their warchouse operations. In
support of these allegations, they submitted studies made by & son-
sultine ongincer and designod to show the financial results Irom
applicants' public utility operations for the fiscal year ended
June 30, 1943.

The operating results of Coast Counties Warehouses, as
taken from the engincer's oxhidit, follows

ROVEIUCE o o « o o o o o o o o « o o o » $11,108,82
Operating Expenses:
Labor $8,246.,00
Repairs and maintenance 318,30
Telephone and utilities 133,11
Light and power 675477
Miscellaneous direct expenses 133.46
Painting and upkeep é0.00
Cverhead 6,8386,99
Depreclation

1,360.00
Personal property tax 261,00 g;g‘g8§*§3

Net LOSS o o o o ¢ o ¢ o o » o 7,295.01

The revenue and labor expense figures were taken directly
from applicant's books and do not involve any of its nonﬁtility
operations. These operations invelve certain activities which are
rnot incidental to the utility storage including the selling of feed,
nardware and other goods, Utility labor costs, which include pay
roll t2xes, are based on time card records nmaintained for each
operation. Repairs and maintenance, telephone and utilitics, light
and power, and miscecllancous direct expenses are not segregatcd be-
tween utility and nonutility operations in applicant's rccords. They
arc developecd on the basis of the percentage of utility labor costs
to to=al labor costs. In regard to painting and upkeep, the

engincer testified that applicant's warchouses had been painted in
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1942 at a cest of 36,5693 that he had allocated approximately 60
per cent of this expense ($3,900) to utility operations; and that
he had assumed that this expense would be incurred once in every 10
years.

The engineer's treatment of overhead expenses 1s por-

trayed by the following tabulation:

Overhead Pexrcentage

Expenses of Aggre-

Allocated gate Ex-
Aggregate to Utility penses Used
Qverhead Storage in Making
Expenses Qperations Allocations

Executive salaries $2,707.09  $ 839.20
Administrative office

salaries 5,082.26 2,725.00
Diginfectant 637.21 573.4L9
Inzurance 2,469.88 1,481.93
Auto repairs and maintenarnce 415459 103.90
Gasoline and oil 773.55 193.39
Telegraph and telephone 630.18 157.55 7
Office supplies 717.40 237.89
Travel and entertainment 1,166.75 388.52
Business taxes axd licenses 4L33.63 Libhe 40
Legal 37.70 -
Interest 1,132.18 -
Miscellaneous 125.19 L1.69

$13,328.6l $6,883-99

*The basis of this allocation will be explained in the
following paragraph.

As in the case of other exmenses, the engirneer allocated
salaries pald executives to wtility operations on the percentage of
utility labor expenses to total labor expenses. Administrative
office salaries are charged ageinst these operations on the basis
of the time this personnel devotes to utility matters.2 Disinfec~
tant expense, the engineer explained, 135 predominantly a utility
operation cost. Iansurance is allocated on the basis of his

estimate of the value of the property iavolved. The allocations

2

One of these employees, paild $2,400, devotes 80 per cent of his
time to the utility storage phase of applicant's business; the
otker, pald $2,100, one~third of his time. The administrative
oriice salary figures, like the labor expense figures, include pay
roll taxes.

~5-
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of the remaining items o overheced expenses are said to reflect the
engineerts informed Judgnent.

The engineer testified that he arrived at his depreclation
figure, $1,360, in the following menner. - Because there wore no
origirnal property cost or depreciation records available, he first
set up a property valuatiorn or an cstimated origlnal c¢ost basis.
Applicant's warekouses, together with other former railroad prop-
erties, he said, were purchased from Pacific Coast Railway for 2
"lump sume™ The books of the rallway, he also said, were retaized
by it and were nét available. Ee used, in the absence of actual
costs, estimated costs based on his previous study of 25 similer
warehouses situated in the Sacramento Valley.3 As 2 measure of
the estimated cost of epplicant's warehouses, the witness used the
naximum storage space reqﬁired %o accommodate its patrons during
the perlod from 1937 vo 1943, inclusive, rather than the actual
storage capacity.” He explained that ke consldered the warehouses,
which had been d»uilt fer railroad purpeses, somewhat over-built for

thelr present usages.a

Thus, based on his experience in previous
wershouse investigetions and on hls investigation and study of the
properties involved in the applications here being considered, the

engineer made the followingz estimates with raspect to depreciation:

3 .

His Sacramento Valley study was submitted In Application No.
23608 and Case No. 4544 and was there used by various warehousemen
to support their request for increased rates for the storage of
grair and rice.. Decision No. 35333 (unreported) authorized appli-
cants to increase their rates for this sterage.

L

The storage capacity of the seven warehouses involved is 20,600
tons, the capacity used by the engineer is 11,338 tons. The es~
timated cost is caleulated on the basis of 32.20 per ton of capacity.
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Remaining
Description of Original *Depreci- -Life
Property Cost. ated Cost (In years) Annuity

Warehouse bulldings - $25,000 $13,750 25 $ 550
Warchouse equipment 7,500 3,000 10 300
Office and miscel-

lanecous equipment 1,200 600 10 60

automobile 1,800 00 2 450
’ ST 3

*These costs are based upon the engineer's estimates of
the present condition of the bulldings and equipment.
He first expressed these estimates in terms of percen-
tages of original cost. These percentages are 55 per
cent for the buildings, 40 per cent for the warehouse
equipment and 50 per cent for the other equipment and
the automobile,

The personal property tax of $261 used by the engineer
is figured on an estimated depreclated value of $21,750. This
tneludes $3,500 for the land and the $18,250 shown in the foregolng
tabulation for the buildings and equipment. It is calculated on
2 50 per cent assessment ratio and at a rate of $3 per $100 with
80 per cent alloceted to public utility operations.

This concludes the discussion of the operating expericnce

of Coast Counties Warehouses as disclosed by the engineer's studies.

We will now turn to a discussion of similar ¢vidence with respect

to the experience of Santa Maria Valley ‘archouse Company. The
1942-1943 fiscal year?s utility operating results for that company,

as taken from the engincer's cxhibit, are reproduccd balows:

Revenues - L ] - L] L ] -* L [ ] L L ] L ] - L] * L ] L ] L] * $6,108 .07
Operating Expenses:

Labor $4,235.29

Overhead 3,036.32

Depreciztion 800
Taxes 24 8,318,68
NCL LOSS o ¢« o o o o o o o o o » $2,210.61
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Operating revenucs were taken directly from the company's
books. Like Coast Countics Warchouses, Santa Maria Vallcy Warc-
house Company performs ceritain nénutility sefvicps and engages in
the merchandising business. : t does not keep its labor cxpenscs
segregated according to the opgratibns in which they are Incurred,
but has made many tests to asceriain the number of man-hours re-
quired to perform varlous services and to deteraine ladbor costs.
Warehouse labor costs, this applicantl!s records disclose, average
$.9068 .per manwhour. Caleulated on fhe basls of the tests alone,
the labor costs'attribufable to public utilisy operations would
smount to $3,396.32. This sum is 36.3 per cont of the $9,356524
which would represent applicant's total labor costs on the basis of
similar calculations. Its actual total labor cost for the year,
however, amounted to 3$11,667.46. The tests, the. engilneer explalned,
were run under conditions he termed as “ideal" and, according;y, |
fall short of the actual pay roll over any given perlod... A dif-
ference such as that between $11,0667.46 and $9, 356424, he said, is
not an unusual experience where tests have been contrasted with
actual results. The engineer testificd that he had taken 3643
per cent as the proportion of aggrogatc lador cxpeascs attributable
to utility operations and applied 1t to the sum of $11,667.46,
applicant®s total labor cost, to arrive at his figure of $4,235.29
for utility labor costs. As so calculated, he pointed out, Santa
Maria Valley Warehousc Company®s labor expense amounts to $l.12.
per ton for the 3,781.5 tons it handled. This is 5 cents per ton
less than the $1.17 per ton cost developed for Coast Countics |

warchouses from the costs taken dircetly from its books and involv-

ing the handling of 7,063 tons.
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Santa laria Valley Warechouse Company‘s ‘aggregate overhead

expense 1s made up of the following entries in the engineer's studys

Advertising 3 g5.95 Office pay roll $6,800.93
Autonebile 685,57 Postage 31.35
Bad debts 32«65 Insurance 900.22
Donations 3-00 Telephone and telegraph 926.47
Dues and subseriptions 304.25 Depreciation* 269.60
Legal and professional 100.00 Credit #(33.50)
Light and heat 110.33 :
Stationery and office '
supplies 1,126.28

#This includes only the depreciation on miscellaneous .
equipment and 50 per cent of the wagon scale depreci-
‘ation. Other property and eguipment are separately
treated.

#Red.

$11,473.10

To allocate the proper share of this expense to the public
utility operation, the enginecer used as z basis the pay roll of the
company?s varlous departments aggregating $22,802.19. The office
pay roll of $6,800.93, as shown in the foregoing tabulation, is
treated as overhead leaving $16;001.26 for the utility and nonutility
operating departmentssy 0: this latter sum $4,235.29 out of the
total labor expense of $11,667.46 (not including store department
pay roll of more than $4,000) was allocated, as hereinbefore indi-
cated, to utility labor exfensec The eﬁgineer used this labor
expense ration, 26.47 per cent, in allocating overhead expenses and
thus arrived at his estimate of $3,036.92 for utility operations.

The figures used by the engincer'in deternining the amount
of depreciation to assign to pudblic utility service aré-shown in the

following tabulation:

5

In making his caleulations the engineer divided utility labor
costs between "recelving and »iling for storage™ and "loading out
and delivery from storage." The disposition of fractlons by this
nethod and their disposition on the total figures result in uninm-
portant discrepancies in the amounts Involved.:

e -y
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*Depreclation
Description Depreclated  Aggregate Allocated to
of Original Cost Annuzl Utility

Property Cost 6/30/43 _._ Deprecistion _Operations

Warehouse bldg. $41,797.81 $24,950.87 $83g.96 $607.44
Pontiac coach 1,033.42 365.99 258,36 - 129.1

.Nagon scales 1)225,011 102,01 6.25 33 013
Grain piler 21.84 105.88 31,09 :

' $BOO.§9

*These allocations were made on the basis of 72.67 per cent of
the aggregate depreciation in the case of the building, 50 per
cent for the automoblle and wagon scales and 100 per cent for
the grain piler.

The depreciation percentaze assigned to the building is
the same as the percentage of floor space area devoted to publie

utility operations; the automobile and the wagon scales are used in

conncection with both utility agd nonutlility services; and the grain
piler is used exclusively in handling public utility storages

The sharc of the taxes assigned to the public utility
operations was deternmined on tho percentage of pay roll, as in the
case of general overhead. Of the total amount of these taxes
($927.76), 26.47 per cent or $245.58 1s thus allocated to the utility
service. ' |

Turning now from past operations to future operations,appli-~
cants' witness testificd that the additional revenues which would be
produccd by the proposcd incrcases would not be sufficlent to.gffsét
tho losseses His exhibits contaln revenue estimates which are por-

trayed belows Coast Santa Yari
oas anta Maria
Counties Valley
Warehouses =3
Tonnage (1942-3 fiscal year) 3701,
*Average rate (per ton $ ‘1.37 $ 1.62
Actual revenue 11,108.82 6,108.07
wAverage proposed rate(per ton) 2.§8' 212
Estimated incrcase (per ton) 0L .50
Estimated additiocnal revenuc 5, 721,03 1,890.75
Not Loss for 1942«1943 -
As indicated by the engincer’s figurcs 7,299 .81 2,210.61
On the basls of proposed incrcased rates 1,574.78 319.86

wVariations in average rates result from the differences in
applicants' accessorial scrvice rates and from the clrcumstance
that both present and proposcd rate schedules provide for charges
based upsn the length of time the property remains in storagce

=10-
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The proposed rates and the estimated rate and reveaue
increases were determired by the wltness on the following bases.
Under ppplicants! proposals, the rate for season storage would be
$L.50 per ton and deliverles to cars‘or trucks $.50 per ton. itg
ﬁitnesses testified that storage of the commodities involved was
predoninantly seasonal in character and the estimates were made
accordingly. With respect to Coast Countles Warehouses, tie
estimates assume that at lecast the first season storage and the
delivery charges will be assessed (lesser charges would accrue for
storage of not more than 60 days' duration); that charges for thesc
services will bebased on the sought rates amounting to $2 per ton;
and that the balance of this applicant's future revenues is fairly

represented by the sum produced by a rate of $438 per ton. This
latter rate was calculated by first deducting the present season

rate, $1.25 per ton, from the average rate of $1.57 per ton under

the existing rate structure and increasing the remainder, $32 per
ton{ 20 per cent to represent the proposed increase in the second
season storage rate from $1.25 %o $l;50 per ton. For Santa Maria
Valley Warchouse Company, the estimated rate increaée, $.50 per
ton, reflects the uniform increase of $.25 per ton propesed in that
applicant!s storage rates plus the $.25 per ton increase -sought in
its dclivery rates. '

A detalled showing was not made with respect to the added
revenues which the proposcd incrcases in acecessorial charges would
produce. However, a warchouse rate and tariff cexpert rotéincd by
applicants testificd that from his study of this phase of épese
matters he concluded that the aggregate annual earnings of both
warchouscs from these accessorial service opcratlions amoun;cd to

less than $1,500; that on the average the sought incrcascs would not

=1ll=
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oxcced 25 per cent; and that, thercefore, less than $400 per year
in aggrogate added rovenues would be produccd by the proposed higacr

ratcse.

Wit;esscs for applicants also testified that Coast

Countics Warchouscs! storage for the past fiscal year was below
average; that, on the other hand, Santa Maria Valley Warchouse
Company's storage volume was somewhat better than average; and
that 211 indications werc that, for the immedlate future at least,
applicants would not experience any greater storage volume than
that enjoyed in an average ycars in ﬁhis connectlon, it was
shovm that the average storage of Coast Counties Warchouses for thre
past six years amounted to 8,000 tons. The last fiscal year's
storage was 937 tons below this average. The estimated rate of
$2.38 per ton under the proposed basis applicd to 8,000 tons pro-
duces revenue of $19,040. The cost figures of the warchouse show
that labor cxpense during 'the paét year amounted to $1.17 per tbn.
They include,; however, compensation for the services of men pald on
a monthly basis and, to make.allowancc for this, it was cstimated
that $1 per ton rather than $1.17 would be represcntative of in-
creased labor expenses for the handling of the additional tonnagt.’
By adding $937 in increased costs to applicant's total cxpensc of
$18,404.63 for 1942=3, an cstimated cost figure of $19,341.63 for an
average year is developed on this basis. 4 net loss of $301.63 1is
thus reached by the cngineer., No cstlimates were subnitted with
rospcét to operations of Santa Maria Valley‘Warehquse Company under
the lesser tonnage it was said to hendle in an average year.

The engincer also made certeln studies with respect to
what he deseribed as "minimum" or "appréximatc" rate bases for
applicants. He explained that, in his opinion, studies’as detalled
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as he might otherwise have made are not herc necessary because his
other studice indicated that the increaced rates zpplicd to appli-
cont's cperations would still result in deficits and no return wouvil
be made on any rate dase., According to his cstimates, the "minimus®
or “approximate'" rate bases are 330,250 for Coast Countics Wercheous~t
and 825,522.45 for Santa Maria Valley Warchousc. In orcer to cffsct
the prcsent deficits and provide 6 per ecent returns on these rate
bases, he elaimed it would be necessary to inceresse the rates of
applicants $1.29 and $.99 per ton, respectively, instead of the
indicated inercases of 3.81 and $.50 under thelr proposals.

In regerd to the proposcd cancellation ¢f rates for comro-
ditics other then beans, grain and mustard secd, & witness for appli-
cants testificd that only these threc commodities had been offercd
for storage during the past year. The witness alsd said thet there
appeared to bec no prospective storage of the other commeditics.
Cancellation of the obsolete rates and the teriffs in which they
are naped in favor of a single tariff providing rates only for
present eperations, he pointed out, is desiradle from 2 tarlff pub-
lishing and filing standpoint,

Witnesses for applicants testified that a subctantial
number of their patrons had been interviewed with respect to the
proposed increases and that none of those interviewed had objected to
the proposals., The granting of the applications was not opresed.
The dicstrict menager of a sced company testificd thaet if applicants'
warchouse service were discontinued it would impose a severc hardship
on the producers of beans, grain and mustard sced.

The Officc of Pricc Adminictrasion was notified of the
filing of the applications agd of the sctting of the public hearing
had thercon and was furnished with a list of applicants'! patrons.

~13~
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It did not participate in ¢the hearing or otherwise make represcente-
tions to the Commission with respeet to those matters, but hus
since approved the ineraoascs. |

The uncontroverted cvidencce of rocord discloscs that
revenues derived from applicants’ prescat ratcs for public ubility
warchouse operations have not been, and that rates of the same
volune applicd in conncetion with future operations would not be,
sufficient to moct thc cxpenscs incurred in performing the scrvices
involved.  This would bo truc cven if applicants! aggre sate
utility costs, exeluslve of labor costs, were less than 50 per cent
of thc corresponding amounts shown in the cost studies of record.
Unqucstionablyq the present rates are unreasonably loﬁland insuf=~
£lecicent. 'Thosc proposcd to be cstablished in thedr steady the
rocord demonstrates, may reasonably bec coxpected to do no more thhn
produce revenucs approximating tre cost of providing servieco

The proposed cancellation of applicant*' rates for unuscd
sorvices and the publication and £iling of rates for the sorvices
they now perform in 2 new tariflfl warraated on tho basis of
the grounds advanced In support suchh action.

Upon consideration of » facts of reocord, we are of
the opinion and find that applicents' proposals have been Justificd.

ne applications will be granted.

QR DER

A public hearing heving becn had in the above cntitled
applications and bascd upoz the cvidence recedved at the hearing and

upon the conclusions and findings sct forth in the preceding opinion,

-ld-
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IT IS EZRE3Y ORDERED that Coest Countics Warchouses and
Santa liaria Valley Warchousc Company be and they arc hereby author-
ized o cstablish, in licu of the rates, charges, rules and regula-
tions =maintoined 4in their preseat tariffs and on not leoss than ten
(10) days' notice to the Commission and the public, the rates,
charges, rules and rogulations proposed in the above cntitled appli-
cations, provided this authority is cxercised within nlnety (90)
days from the effcetive date of tais order.

The offcetive date of this order shall be tweaty (20) days
from the date nercofl.

%
Dated at San Francisco, Califcrnia, this é -day of
lurch, 1944,

N Commissionors




