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Decision No. 27671

BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA
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Application No. 26431

In the Matter of the Application of )
ECKHART SEED CCLPANY, a partnership, 3
FARMERS ALLIANCE BUSINESS ASSOCIATION,
a corporation, HUENEME WHARF & WARE~ )
HOUSE CO., a corporation, XING CITY g
WAREHOUSE CO. (Lawrence A. Hoarne,
Owner), MITCHELL SILLIMAN COMPANY, a )
corporation, PELTON WAREHOUSE (Ray D. )
Pelton, Owner), SAN LIGUEL FLOURING )
MILL COLPANY, a corporation, SANTA g

YVEZ WBREROUSE & NILLING GO»y a part=-

nership, and SOUTHEERN PACIFIC MILLING
COMPANY, .a corporation, for an in-

crease in warehouse ratess (7,

BY THE COMMISSION:

Reginald L. Vaughan, for applicants..

QREINIOXN

Applicants are public utility warehousemen. Collectively,
they operate numerous warehouses situated throughout Monterey, San
Luls Obispo, Santa Barbara and Ventura Counties. They seek authority
to increase their storage rates and accessorial service charges and
to standardize rules and regulations governing the operations involved.

A public hearing was had at San Luls Obispo on January 8,
1945, before Examiner Mulgrew.

The record shows that more than 95 per cent of applicants'
étorage consists of grain and beans and thaf the remalnder consists

of other agricultural products, burlap bags, feed and flours For

many years most of the grain and bean storage has been handled under
1

season storage rateses Rates arc also maintained on a monthly basis.
Applicants' season storage rate cn grain and beans agd on
alfalfa meal, feed, millstuff, mustard sced and peas 1s $1e25»

On grain the season begins June I and ends May 31 of the following
year and on beans it begins Bugust 1 and ends July 31 of the follow=-
ing year.

2
Except where specifically otherwise indicated, rates and charges
throughout this opinion are stated in amounts per ton of 2,000 poundss
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Their season rate on hay is $l.50, It 1s $2.00 on dried fruit,
flour, hay, honey{ nuts in the shell,, onions and potatoes. Each of
tﬁésg.rates is préposed to be increased 25 cents.. A.295-cent fncrease
is also generally proposed in monthly storage rates for these commod i~

ties as well as in the rates on shelled nuts for which no season rate

~ 3
is provided. Burlap bags and wool- are handled’ only underr season:

ratgs and on a per-package basis.  Applicants propose to lncrease
theif\5oﬁcent rate oﬁ_ba;es of 500 bags or less and on half bags of
woél to 60 cents and.their,75-gen;.rate on larger: packages to 87%
cents. |

. The prgsen§¢aqd‘propo§¢d_rgtesffor both-season and monthly
storage 1nc}ude,the services of .recelving, veighing=-in. and piling. -
They:doﬁnot& however, 1nclgde,de;iygryuservice (loading rail cars or
makiﬂg ﬁeliveries to ﬁignwaxlvqh;gles)., Most:of the applicants now:
maintain a rate of 295 .cents for .this service.f All of them seck -
aqthérity to estgblish a 50~cent delivery rates.. The minimum charge
pe%Alot fﬁr,;torage is proposed to be increased from $L to $2. -
Increcases are_alsg proposed in .connection with.accessorial services
fof ;tenciiing, reyeighing, sanpling, reconditioning and.other mis-

cellancous services. Genecrally speaklng, thesc increases-range from

_ ‘On grain and beans and the commodities grouped therewith in appli-
cantst tariffs, they propose to increase their monthly rates for
storage during the first season from 75 cents:to $1 for 1l month and -
fron él t0 $L.25 for 2 months. During subsequent scasons the rates
of all applicants cxceprt Hucnome Wharf & Warchouse Co. are 50 cents
for 1 month, 75 ceats for 2 moaths and $1 for threc months. .Hueneme's
rates for storage during subscquent seasons are.25. 50-and 75 cents
and 91 for the first, second, *third.and fourth months, respectively. -
The. subsecguent scason rates proposcd for zll applicants are 75 conts’
for the first month, $1.for the socond and $1.25 for the third. .Ihe
scason rate of $1.50 would be applicd for storage for longer than
three months. On shelled nuts, the $2 rate for:the first month's’
storage would, under applicants' proposals, be ralscd to $2.25.and the
$1.50 per month rate for subscquent ‘storage would remain unchanged.. -

The exceptions arc Peclton Warchouse which makes, no :charge in con~ -
nection with delivery service other than a weighing-out charge of 25 '
cents, and Hucncme Wharf & Warehouse Co. which has' a l5=-cent rate for -
delivery of grain and a 25=-cent rate for delivery of bcans.
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5 to 50 cents. For example, rciwelghing rates would be increased
from 15 to 25 cents in connection with handling from pile to rail
cars or highway vehicles; from 50 to 75 cents when repiled in the
warehouse; from 25 to 50 cents when dumped in the warehouses and from
60 cents to $1 when dumped and subsequently repileﬁ.

‘ Grain and bean producing areas in the vicinity of San Luis
Obispo and Santa Marla are also served by Coast Counties Warehouses
and Santa Maria Valley Warehouse Company. These warehousemen, pursu-
ant to authority granted by Decision No. 36932 of March 8, 1914, in
. Applications Nos. 25783 and 25800, have established inereased storage
and accessorial service rates on beans, grain and nmustard seed identi-
. cal with those here proposed. They do not handle the other commodi-

ties_involved in the application now before use Applicants explalned

that originally it had been planned to cover all of these natters with

a single application but that this had not been feasible because of

the broad scope of the necessary investigations. They further ex-
‘plained that it was subsequently decided to file the Coast Counties
and Santa Marla Valley applications when the studies of their opera=

tions were completed rather than to defer the submission of ﬁhose
studies wntil completion of all of the investigationse

Applicants urge that their existing rates are unduly low
and insufficlent; that these rates Ao not reflect the costs necessar-

i;y incurred in providing service; and that rates no lower than thosc
proposcd are neecssary to enable thenm to remain Iin the warehouse busi-
ness. Adoption of the uniform rates, rules and regulations proposed,

they contend, will serve the public interest by stabilizing the publie
warchouse business in the area involved.

Studies showing the financial results of applicants® opera=-
tlons were submitted through thelr consulting cngineers His studies

are based upon an investigation of applicants® warchouse properties

and their operating methods and practices., In the main, revenues
: -3
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and expenses were taken directly from applicants® records., - Where
necessary, estimates and allocations were made by the englneer. They
were resorted to chiefly because the applicants are engaged in other
enterprises such as merchandising and grein and bean cleaning, and

to some extent because applicants® records were not fully adequate
for cost=finding purposes. The costs so developed are based on the
information disclosed by the engineer's investigations and upon his
analyses of the circumstances and conditlons under which the expenses,
were lncurrede A summarization of the engineerfs studies of opera-

tlons under existing rates and charges follows:

AFor expla.;xation
of Column Heads
See Note, (1) (2) (3) (4) (5 (6 (7

Volume of Storage '
(Tons) 6,450 13,422 15,106 1,900 3,966 122,992 168,876

Revenues $ 9,343 $23,326 $34,173 92,373 $6,205 $184,739 $260,159
Bxpenses 16,359 23,606 39,445 3,337 9,420 305,642 397,813
Net (7,006) (280) (5,276) "(564) (3,215 (120,903) (137)65)
Operating : _ R

Ratio 1751 10L.2 154 LU0.6 15LE 1654 159

Note - Columns (1) to (6), inclusive, portray operating results of Eckhart
Seed Company, Farmers Alliance Business Association, Mitchell Silliman
Compeny, Pelton Warehouse, San Miguel Flourdng Mill Company and Southe
ern Pacific 1illing Company, respectively. Column.(7) portrays the
aggregate results for the six warehousemen. ' )

C v tegee

Operations for the year 1943 formed-thetbasis of the studles
of all of the warechousemen execept Southern.Pacifié,Milling Company.
‘Its fiscdl year of June'l, 11943 to May 31, 1944 was used. ‘The exe~
‘penses -incurred in applicants® public utility operations during the
perliods studied werc shown in detail in exhidbits preparcd by the engin-
cer. He -also summarized applicants' costs under the hcadings shown

In'the following tabulation:




Eckhart Sced Company

Farmers Alliance Bus-
iness Association

Mitéhell $illiman
Company
Polfonlwaféhouso
San Liguel Flouring
‘Mill Cos
‘Sodthéfh"Paciffc
Milling Co.

A11 warehousemen
studied

Direcect
Labor

$ 6,500
12,464

29,251
961

4, 589

154,293

204,058

Admin-
istra=

Depre=-
cla=-

~tlop. _tion fther Iota]l

$ 3,900
3,369

7,894
900

3,000
Q75f133

94,196

$ 1,779
1,681

2,180
319

240

20,674

26,873

8 4,180
6,092

4,124
1,157

4, 591
55, 542
-7;,686

$16, 359
23,606

39,449
3,337

9,420

,305{642

397,813

-Sharp ‘increases in Iabor costs, -the englncer. testified, had

‘been oxpericnced since 1940.

The experience of.Southern Pacifie

¥illing Compahy, as:shewn below, was used to 'illustrate this condition:
- Revepue . kahor Expense anz;zsx.zga

1940
11941
»1942

1943
- 1642

Ionnage
- 107,808
102, 704

109; 151
'115,454
' 122)

82 7,078
164,013
146,352
186 06
183,674

$

87,282
8Z:946

103,452
- 143,355
- 154,099

$- 81

.95
1.24
- 1.25

' The engincer stated that had complete information concerning

applicants' ‘operations 'in prior years boen.availablé he would have

" presented it.-

.He' pointed out that labor expense of Southern Pacific.

" Milling Company 'in 1940 amounted to ‘approximately, 50 per cent.of the

- eompany's warchouse revenue while -in 1944~thisnexpensé“gmountedpto‘

‘more than 80 per cent.:

':is'typiéal.

expenses'fof'all‘abplicants since 1940.

"The Milling Company's experience, he sald,

. It indicates,. he testified, the. trend of revonucs, and

- Ii determining ‘administrative costs, miscellancous,expenscs

and‘dépreciétion.chhrgeable to‘warehouse-OPcrations, it was necessary

A
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for the engineer to segregate the aggregate sums involved bgtween the
utility. service and applicants!' other enterprisess, In making these
segregations the engineer exercised his informed. judgment based
largely on many years ofiéost-rinding experience in connection'with
the regulation of warechouses and other public utilities.. With
respect to the administrative expenses of Eckhart Seed Company,. for
example, he made an allocation out of the total compensation paid
three executives tb cover time they devoted.to warehouse operations..
The engineer ¢stimated that $3,600 would be a proper allocation for
this administrative expense.’ Miscellancous expenses,. which include
supplies,. maintenance,. power and light, tclephone,. telegraph, taxes
and insurance, were also treated by making allocations to the utility:
operatibns bésed'upon the extent to which thesc operations were Te=-
sponsible for the incurring of such expenses.. 4 similar method was.
used f6r~depreciation,;the engincer estimating what proportibn of the
total value of cach of the applicant's property should.be assigned to
dts uti;ity.operations.( As an illustration,. he assigned 75 per cent
of the value of the buildings of Eckhart Seced Company- to utility
oporations‘on thé basis of the use of these bulldings in public stor~

age s¢rvice.- Ipfdétérmining dcproc%ation on.bulldings, the engineer

used an annuity rate of 2% per cent.

The engincer claimed that in certain respects the indicated.
expenscs werc less than those which would prevail in more normal
times.. Ccftain naintenance expenses, such as painting, he explalned,
had.been deferred because of matcrial”and manpower stringoncies..

’ The ecost figures of throe of thc applicants, King City.
Warchousc Company, Santa. ¥ncz Warehouse & M;iling'Co..and'Hucneme

This rate was generally used for the other-warehousemen as well..
The annuity, used throughout the studies for most of the other utility
property was 5% for warchouse equipment, 204 for automobiles and 4%
for miscellaneous items.. :

-6;1
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Wharf & Warehouse Co., were not included in the edgineer's\studies.
He sald that, although King Clity ﬁé;ehouse‘s recofds were otherwisc
adequate, 1ts labor expenses werc not écgregated between warehouse
and nonutility operations. Santa Ynez Warchouse was excluded, he
said, becausc 1ts utility warchousc operations involved a relative in-
significant volumes Full Information relative to Eueneme Wharf &
Warchouse Company®s operations was received by the engineer too late
to incorporate in his studics. The operating results of these three
warehouscncn were seld to be acecurately reflected In the figures of
the cther applicants. The engincer testificd that the studles of the
othor warehousemen ™tell the story very clearly of all of the appli-
cants in thils case."6

Variations in the aggrogate expenses experienced in the in-
dividual warchouse operations studicd were attributed more to the
volume anhd character of the storage than to operating efficiency.
From scason to season there are assertedly fluctuations in the demands
for storage both in regard to the aggregate guantity and the type of
service requireds 4 greater percentage of small=lot storage, for
example, was sald to be 2 circumstance which would be reflected In
inereascd costs per ton ¢ven though the storage volume remained wun-
changed. The cngincer polnted out that the ¢xpenses he had developed
amounted to $2.44 per ton for the 46 warchouses operated by Southern
Pacific Milling Company, while these for the other warehouscmen
whosc operations were confined to particular arcas ranged from $1482
to $2,66 and averaged $2.32vw In the proceedings involving:Coast
Countics and Santa Maria Velley warchouses the corrcsponding figurecs

wore $2442 and $2.20,, respectively, and averaged $2.35

Out of the annual storage of some 190,000 tons handled by all of
the applicants and Coast Countics and Santa laria Valley warchouses
{n the four countics involved, less than 15,000 tons werc handled by
thoe three warchousemen for which costs werc not submitteda,

==
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For future operations, the engineer submitted the follow=
ing estlmates based upon revenues under the proposed rates and stors

age volumes similar to those which obtained in 1943t

'Fcar Explanation
of Column Heads
See Note. (1) () (3 @) (5) (6) (7)

Volume of Storage -
(Tons) 6,490 13,422 15,006 1,900 3,966 122,992 163,876

Depreciated Rate , '

Revenues $12,591 $30,806 $§42,624 $£3,798 § 8,188 $250,760 $348,767
Expenses 16’359 25,4'06 4-0,21&3 3)452 9;420 305,642 10-00)522
Net (3,768) 5,400 2,381 346 (1,232) (54,882) (51,755)
Operating

Ratio 129.9 32.5 S4ih 90,9 1150 1219 114,8
Return on

Rate Base - 3-2.8% 3.0% L\-o% - - -

Note = Columns (1) to (6), inclusive, portray operating results of Eckhart
Seed Company, Farmers Alliance Business Association, Mitchell Silli-
man Company, Pelton Warchouse, San Miguel Flouring Mill Company and
Southern Pacific Milling Company, respectively. Column (7) portrays
the aggregate results for the six warchousemen.

Witnesses for applicants testified that the demands for
storage in 1943, which formed the basis of the engineer's revenue
estimates, were somewhat greater than those experienced in an average
years They predicted that normel tonnage volume would be less than

that on which the revenues and costs were baseds One of them ex-

plained that 4in the territory served all of the land suiltadle for

cultivation is now in use, Some of this land, he indlcated, has
already been withdrawn from the raising of crops requiring storage
(ehisfly grain and beans) and devoted to such ¢rops as sceds and
produce which are not stored to any appreciable extent in applicants" |
warehouses, Further withdrawals of land from crops requiring ware~

housing is expected.
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A rate and tariff exvert retained by applicants submitted
certain comparisons of prices for the commodities involved. e com-
pared United States average prices with California prices for
November 15, 1944. He also compared the proposed season rates with
the dverage prices received oy California farmers as of that date,

The source of his price information was a publication of the United
States Department of Agriculture dated November 29, 1944 and entitled
"Agricultural Prices =- Prices Recelved and Paid by Farmers and Parity
Pricess"  The comparisons, in so far as the principal commodities

stored by applicants are concerzned, are shown in the tabulation below:

%
Cali- Pro= of
United States Avorage fornia posed

Prices Por Unit L Prices - Ware=

L5 year Average - 11/15/44 [ house
F uge.lo909 [Jan,l1935 Per | Per Rate
July 1914 Dec,1939 111/15/43 113 /15/44 Undt | Ton | Per Ton

Bushel| $.69 | 6.533 61,03 | & 96 |$1.06 1$44.20 } $2.00
om b .88L | .837 | 1.37 | L3 | 148 | 49.28] 2,00
100 * |

Ibs | 3.37  [3.52 | 6.06 | 6,26 | 7.00 [140.00 | 2.00 |1.4
‘ : : ' r

Undt

The foregeing, the witness clalmed, demonstrates that the
value of the commodities stored is such that there can be no question
of the ability of the storers to stand the proposed increased rates.
He also pointed out that rates provided for in a unifornm grain storage
agreement of the United States Department of Agriculture, under which
graln is stored at cowntry points for agencies of that department,
were generally higher than the proposed rates. Coﬁparisons of these:
rates with grain rates which he szfd had been authorized by the Officé
of Price gdministration for application within the states of Idaho, |
Oregon and Washington, and with the rates herein proposed, follows

-9“.
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“TUREEE OFD;ys.&pOR&D
) . o L300 sy ,100 *150
Proposed Rates 31,50 [ $1.50 | 81,75 1 % b2.00 A92 00

Egreement"Rates; N i " I e
Barley - 67| 81,88 | $2.15 | $2.85 | $3.54-
Wheat - 1177 L3917 - L L9 ] R.50 |

. Q,P.A, Rates, . C N { 1. P Vo
Idaho {411 Crains) |$1.00 | $1.00 | $1435 ] $1.20 | $2:45° | $1.,66"| $1.90
Cregon & Washington!- : 1 R S
Barley 14671 L6} lf67 | %881 2429 | 2.7
- Wheat - 1,17 L1.I7 ¢ 1;:3 150 | 2483 ?;17]

-

The witness also testified that: tho accessoriai services
for vhich increases are proposcd are per*ormed only to a Iimited
oxtent and only at the specific requést of thé ‘storere ¢ He estimated
thcigroseﬁrevenuevfccéivcd from a2ccessorial services to;be-"sgmethiné-
much less than 1%." " He'sald that, like the storage and handiing
rates, the present accessorial service ‘rates have been in effcet for ™
rnany years and were established at a time when pay roll costs wore
less than one half’ of what' they are’today.- The -incredses proposed;
he'-said, -arc-designed to contribute’ théir fair share towards the -
inereased expenses.

In:support of applicants! requést to-cstablish’a uniform'
tariff-containing standardized rules and-regulatibné, it - is alleged ™
that thé existing rules and regulatiohs not only lack wniformity but
also are' to'some oxtent no' longer in consonance with operations as
they dre now conducted. - It-is further &lleged that'étahdard’préé;~'
zi¢és within'the' general area cmbraced by‘dpplicaﬁtS'J%ﬁrchousc'opcra—"
tions are in the 'public fnterecst, important to: thé -stabilization of
their operations and-an~intcgrdl“partfofvregulatibn;ﬁi

No-one opposed the: greating of "the application. - Shipper
interests and the 0fffceof Pride Administration; although notified -

=10&
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of the hoaring'did dop participate in it.7

' The reeord dcﬁoﬁstfdtcs'that‘appiicants” opcratiops'are
beihg conducted at a loss; that, as to the larger operators, this
loss has boen substantial; and that the cxdsting rates are unduly
low andin:uff-cio“v. It elso demonstrates *haﬁ; on the whole, the
propoecd rates may be expeeted 0 do no more thoh produce rovenucs
approximating the cost of pcr¢o~min~ the services  As hercinbefore
Stath) thcy arc on t ¢ sane level as thosc previously authorized
for Coast Counties warchouscs and Santa Maria Valley Warchouse Company,
warohouscmcn also Opcrating in the torritory involved in this uppli-
cation.

Wc arc convincca that epplicante render esscntial storage
scrvice Hna that au horiz“tion of the proposed increascs is nQCeseary
to avoid impalrmcnt of this servicécs.  We zre ‘also convinced that ¢o
withhold guch aathOVLzation would subject applicants and the storers
dependent upon the gerv1ce they render to substantial hardship and
preveqt the adju,tmeut of rates which are ineduitable under the ¢ir-
scunstances disclosed’ by the record.

Cancellatxon Of apnlicad e"indi\}idual tariffs and the:pub-
lication and filing of standardized rules and regulations appears
“Narranted or the reaeou« advanced in qupport of this proposal.

Upon consideration of all the facts of record, we. are.of
the Opzdion and find that the cstablishment of the proposed increased

rates and the' ,tanderdization of- applicants! rules and: regulations

'nave been justii‘ied. " The application will be- grahted.

W A ne e ms e . e .

. ' The record shows that applicants gave the Office of Price. Admin&s-

~tration the reguired 30 daysr actice ‘of the £iling of ‘their applice-
‘tlon with. the Commission and consented 'to that office!s intervention
in this proceeding.
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CRERER
A public hearing having been had in the cbove entitled

application and based upon the cvidence received. at the hearing and
upon the conclusions and findings set forth in. the.preceding opinion,

| ID IS EEREBY ORDERED that spplicants be and they are heredy
authorized to establish, in liew of the rates,,charges, rules and
fegﬁléfions maintained in their present tariffs, and on not less
than tgd-(lO).days"notice to the Comnission.and the public, the
ratés{ éha:ges, rules and regulations proposed 1o the abq#e cntitled
appl;cation, provided this-cuthority is exercised within ninety. (90)
days fﬁom the. effective date of this order.,

The effective date of  this order shall' be twenty (20) days

from the date hercof. ,
' | . . &
Dated at San Franelsco,. California, this Zf~ day.of.

February, 1945.

Cormissionersy




