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BEFORE: THE ~OAD' COMlrISSJ:oN OF'THE, SrATE.: OF" CALIFORNIA. 

IO.. the' Mat'ter' of'· the' AppJ..reat1on'. or: ) 
WESTERN COMPRESS COMPlN7f for, an: Order )', 
Author1z,,1ng, Iiler.e:ases: and: Re due tfo.%lS", ):. Appl~'e'at1.o11, No' .. 26.582 
in'· R"ates' on: Less· than·, Thil'ty, Da1s·,t~ ): 
Not'1ice.~ r 
BY THE COMMISSI~N~ 

, , 

A3<peil'anceS, 

Ray J' •. Cdleman..., L ... J'tI' Brungsl and:, I~ E ... Blohmr,o 
tor' appI1c'ant .. 

C: .. G ... MWlsOll" for tos' Angeles; Warehousemen"" 
Assoc1:ation .. _ :1Jl.terested' pa:cty..~ . 

Benjamin Chapman;,. for Ches>ter' Bowles . ." Adm1n:fs-
tr.ator,: Of-fice of Pl"fce AQmj"n1:stratj;on" 
:rnte:rested' party..· 

Q ~ 1 Jr.l.lli, 
By this application W.estern, Compress' Company, a, corporation: 

engaged, ill the bus:tness, ot. compressing: and, wazehous:lng cotton ... seeks. 

au-tnor1ty to estaol:tsh
" 

on less' than. thirty- days· .. not:[ce~ ce%ta:tn'. 

increased and reduced rates\ for hand:l:ing. and stor1ng' cotton.: at, 1:'t's: 

:pubI1:c ut:U1ty 'warehouses: :tn' Fresno and Tulare. 

/;; pllb11c' hearing was' held:, before' Exam:llner' Bryant at Los. 

Ange].es- ,and' the matter' ~s r'eady' for dec~S~., 

In: gen:er~".. applicant s:eeKsI to' 1nerea.s:e' its, ra.tes. for $tor~ 

ing. cOlllpres'sed, cotton !:rom' 15, een.ts to: 20, c:en..rts· per- 'bale.; to :tnerease .. 
its 11.a:ndl1ng rates from, 25 c'ents to 41 c'en.ts· per bde; to :tnereas.e 

its sampJ.:1n:g rates 1'l'om' 10 cents: per bale- tOl 2~ cents. per bale:; to 

es,tabi1s.h. higher- ehal'ge's: for we:tgh1.ng". ban.d:jng ... marktng and tagging 
1 

cattonI' and for extra s:er~ces' not otb:erw.:ts'e provided: :ror. The 

!. ' 
, The pre'sent and: proposed rates and: the' services to whicb. they ap. 

pl1 are sb.own fni cletaU :f.n. appl1eantr s. current tarif1" and in tb.e ap-
plfc'at:ton". res'pect:Lvely.. Sl.m±lar increased rates were sought 'b7' 
ot~er Oalif'orma warehous:es in APIll1catio.tlS 26390 (San Joaqai.tl 
Compres·s and War'enouse Co'.)' and 26450' (Pr~cmcers Cotton 011 Compa.tl&"l. 



:.:26582' -, DH e 

. . 
\ ' . ' " ,,' ~:~, 19' • ; 't. f , ~ ,:. .";,.' " ,. • 

:F~posed,~~es ~are 'asserted.ly based upon'those promulgated by the 
, . .. ".. 

, t ,. j, '...... , ) \. : ,.'" t ,t '. I ~ \: I J • "~ t-

. , Of'f'1ee" of' .Fr.1ee: AClm1n!1strat10ri and by the Commo'dity Credit Corpora:'" 
, '. ~ .' 0, ..' ,,10, , • ' , , • \, .~. • 

, t.1on. .The ap.plicat1onwa's ~ not· protested by th.ese agencies nor' by 

. ,C?tller. parties. 
, ..' ,'. ", • I .' 'r I \:' I t ~ .,. '" '.'1 

.: .. Applicant· stated· that' 'this ~·a.ppi1cat1on 'for' atithority ·to 
• '. j . 

. ,increase '. its ·rates·was· brought" 'about :'~~~:UY" by a ··~eed' f~r'· '~dd:i-
• .' .. .... .: I. ,_ t " ..;. ... r. I' ,'t: ':t ~ .. ,' '- ~ .. "t, I 

.. ~ional'revenu.e. 'It 'decl'ared' that the . costs 'of its public. u.t:tllty 
" • II'" ;,'" '\ .' •• : ,t, ~. " ..... :. "... 

:.," warehouse operations ·h8.ve·: fncreased ~'substintially s.1nce 1937 without. 
• • ,", f ,.. • ... '.' '" .', .~; ,1 •• • ~. "'", fl, 

.. ~ompensat1ng. ,1ncreases~ iIi 'revenue,,' 'and that- iosses have '~e$ultecr~. 
• ~ , .. ' '., • ~.'f" ~. I '. .'. "I: \'. .;.' .... 

.' Applicant· ascribe& ~its' ~eci:tne"1ri revenues' i~ge17'~tO>1n-
• :.......).,:.. ,I ,., " _! .•• , .. : i\.;; ~I ~;. ,"":.' t: f:_ 

creasedi. ~bor.· costs and· ·to additional service requiremcnts.·.1n'·.con-
{ ~. ,,' '. ,". &j,1III ,.. •• \.:, .. ; •. , :~;" ~,,:"r', ,'. 

nection. vdtb. -: (:otton handled' and' stored J under' a . loan program·· .. a£:~ the . . . 
, "'". 'I .'1 ",' t'. " '. (" ,l •.• : : • I " 

f~deral.goveI:nm.ent. ,It· stated ~ that~ m1rl1mum 'hou;riy'wagc,'rates have. 
,. • If ' • " , .' r I I .r \.' i, •. I, ..... , : ... ~ :.~ ,~\ ... , , 

r.1sen·from'·40~ccnts per"hom'paid w'1937 to 80t cents per h.our.es-

tablished by thel1ar' Labor ~oJd '~ ~ ,;, ~~t 'i~~;s~rLA ilt 
• .' • " '. '. 'to •• ' ':J ' .",' .. ,'" .,'/ ,I, I,. ,~ 

labQr'has'beCOme'less e!t1~lent, and'that more men ~e reqUited now 
t,b.,gn :Ln ~.937 to .per£orm s:Lm:1.J.s.r 'operai1..on.!l. 

, . t· , :'" :. :' . ~ :. ~ 
It sa1..d that ~abor 

. . \'.' \ , . , \:.~ . , 

costs .0£ ~oad'1ng ;ra:!l 'c.al'S "Wi th.baled c'Dtton ~ve1ilCl"ea.sed be.canse 
.01' the necess~ty 'of loading 'car's ,to 'Ca~ac:1ty, and 'be'ca~~e ~he ~otto~ 
novi s;b.1pped is loss densely bale'd and more d1t't1cu.l.t t'o .~~~ t~ 

',' ',. r' • t '. ~' II • ••• '. .' \ ' .... • .. 

formerly. Furthermore" it was cla11Ued that scareity of labor re-
o •• • •• , ' "I • :' ~.": ~ •• .,',' 

quired overtime employment of available manpowerj a fact which of 
, ." " .. ' "~ .:~ ~ 1 ,~' ... " " •• :~ •• '.,e. ,,' ; ... ·~I 

it~olr was said t.o result 1ri~docreased J:abor eff'ic1ency. Conditions 
'. 'j') "' .1.'.' j t .• 

pe,c.ullar to the storage' 0'£ government c:otton asscrtedly reqt.dre not 
• • '. , ~ , .. ~ ., ' ." ,,' • ~ • ~ .,...;. _ '. i • ..... 

ooly extr,a pby,s.ical handling of. the·baies.l· but also the ma1ntenance 
I ; • : •. ', ~ ~ • ~'. : :. J • • ,",.. : ! \ ~'; ; .. !. ~ : .; . 

o,~, add1..t1ona] r~ecords'.. ..Applicant· sta·ted· that although the loan. 
. '-.... ' ".:....,:' .. ;; " .. 

prQ;gr.am was inStituted in 1~37 .. it' did riot materially a:rf'ect the 
• • I ' •• _~ .' • J, • ;;'..:. •• '"" ~ , .' (":,,; • 

war.ohouso cos.t·s Wl"t'11: the' 1940-'1.9'41 seasob.~· Applicant' 50 vico , 
• •• ...... .' :." .., ",:,' 'It • .... 1\ III 

pr.osidcn·t testified· that','mo'rc than'90 p'er cent' 0-£ its 1:IUSinCSS ~ur-. , . 
rently. consisted orl the rendition or' sorvices 1n~ c6~~c't1~ with the 

. • ,', ,I' I ill \'" •• 

handling and storage of' government cottO'l. 
. . ~. . .. 



It'('seems :elear' that in' recent~,.years"app11eantlsi·pub11c 

utility .~arellouses' have"beell' operated ... under·.1nerea31nglY'~,advers~"'" 

cost· ·factors .: .. F1gilresref'lect1ng ire'sults 'vo;f'·';both';th:e: ·pubJ.1cUt111ty~ :. 

and".the: nonpub11c~ utility: operat1on;'wel'e1. subm1:tted"l.n: ~:h1bitstof""~' 
2 :' . 

record' •. '... Tb.'e" segregated: :f'1gur'es ~shoWing:. the; ·resu.1ts' o~~~ the' .publ1b~' .. 

utility· warehouse ~operat10n: were~'as· :set"forth: in: the: follow1x:i.g:.tab-le':.: 

Operat1rig Expanses: 30':,798":' 418;538". 240,547 <I 
Depreciation:" : 38~l:27 ': 65',,5,2':, 53".877·:? 
State: arid> Local TaXes ·a9,,861·, 29,858':: J.2,486·,i 
Federal Taxes '.~' 28,929" .. 15.233 I " 4.4Z4~ ", 

TOTAL.' EXPENSES'· $4Q2,745"" "$5'29;lSl.,~.$311't384i· $338,·:!90· ',$294'~ 982::,. 

NET . OPERATING. REVENOE$72·;092'l ~$( %;632"~(46"'%i)-~': $(16:63911$ .. 9,'781';':~ 
(a) 'Fi~eal year .,ended·June·· 30;' ·19~1.'. 
(b) ;13, months' endad,'Julyt.31, 1942·. . . 
(c) ·Estimated.'; . . 

(~r. Ind.1cntes ·loS'S.' . 

According ·.to~ tb.:ts~tablo,·.'·the profits: h6m~warehou.se~opera- .. 

t1ons' .tor, the' . ,-year per:i:od,'·have' been exceeded'by~·tb.$~:,losso8~' .,A..ppli~: - .. . \. . 
cnnt::stated,that its' averago rate· of'··roturn:-tor . .'thEl three·-fiScal·Years:;; . . . 
1942;; 1943'~d ·'.1944)mQasured' With .respeet :to; or1g1na11n~estment·,cost;.: .~' 

, , " . . 

was· .. "niinus .~5.'9 per cent.l~ .It i.may be noted thatapp11cant l .s ·rigtires," . 
\ .' .' 

show a pro:f'1 t I a:f'te~ 'income :.taxes of" ,$9,781 'i,n.'.thn: f'1scal ,'yoar .·ending . 

June' -30,,;' ;1945'~~' .On :original. ·1n~9stment· ~co~t: ·of': $66719S4,,:as,.3hown·~~Or:,I.· 

-.:!-----------.;.....--------.;........--------_ .... 2 .' . 
Operations' eonduetod';by'· Wostern! Compress 'Company;",wh1cb ... are'··assert.:-·· ,-

odly ',lnon ... pttbl~c utility' .... · include ~ the ·comp~oss1n8 '~.and· '.rGeomprass1.ng·, , 
o:t>,cotton at'~tho: loCations ·here1n:1nvolvod,;';tho'opcrat1o~I·,·0f" a cotton'::' 
compress. 'and ,warehouso -at· Ph.6o.n1x, Arizona,,·, andr·the' lea.singl of" its····: 
eompr.oss.·and.warehouse at Los'·Angolcs·'&.r:Oor' to! tho: 'Unitod,:Stato$ : 
Govarnmcn t i.' , • '" . ." : 

-3 ... ·-..... , 



that year in ~ne ot the company's exhibits, it L~y ~e ce~cule~ed 
. . . '. 

that such profit represents a net rat,s of retu...-n or··J:.,~6 ·:per .c.e.nt. 

Applicant esticatod that a .revenue increase ot ~'4,000 woul~accrue 

under the proposed rates. :Attar Biv~g effect to the ""age .ratetJ 

est.eolished by the Wer Labor Board. and to incolJ!.e and excess ~rotits 

taxes I applicant cclculated the increa,sed .rates would yield a::-ate .. :. . 

of return or 3.09 ,per cent on the original undeprecieted investment • . " . 

'Although en 1:lp.ward trend in earnings is evidenced by t~e 

table,' the company' s ~ assistant secreta:y' testified that he could not 

predict whether the trend· would continue. In the ap,lication it was 

stated that no, favorable '·developments of material significance 

could be ant1ci~ated,within the foreseeable future. 

However, the evidence cann9t be properly evaluated ','lith-, . 
out analysiS ot the 'figures sub!:.'litted. .. On this record some question 

" '. 
, lJlUst ,be raised coneerning the amount charged. to" depreciation ,~xpense 

whi"¢h, in· ,the.' latest fiscal year I accounts f.or more ,~than 18 per~ent 

of, the total' e'xpense,s., As of.' July 31" 1945, the, inve~tment had been 
~ . \ . 

de,preciat.ed to~'J9.7,) 779, "or' to ,about 60, per cent of the stat.cd cost 
'. . 

of: $667,~ 984. A 'charge ot, approximat.ely $54,000 was made, for each or 

the fiscal years ~·194.3 throul;h 1945, ,which· fact would indicate ,an 
.' .3" 

avez-age investm.ent''life~of less then 1; years. ,Since worehouse 

:·st.ructures .might .. nor.ra.ally- be :~xpected to have 9.substantial1y. longer 

-: se·rvlco'li1.;e, d.epreciation expense baseo. upon ,an assigned s~rvice 

. ,life of ,:le·ss t'han',1.3 ,years cannot be accepted as .reasonable in the 

·absence of' 'an ed,e'quete explanat10n. ' ,Although app11cant.'~' sho~nB 

'was ·qu1te~' complete in': many respoc't;3 , little or no 1n1'0r,met10n, was 

supplied 'with reference .to ·the cost or ~a~ue of the depreci~ble' 

e'3se~s,' their cond.itions or .t:'cmeinin~ ·tl.Se~..:l lives" or :the :'let:J.o<': 

, "or,'methocls u,sed. ','ill the' 'computat1on- of :the depre~iation reserv~s~ 
to· • ',. .. 

3.., .Fi6m-es ,:f:or prior years,' are not co~ide'red t~r the reason that 
results of no~uti11ty operations were not segregated in.the earlier 
ti'gur·es... ' . 

, -4-



Tho segregation of federal tax expense between public 

utility warehouse and other operations is also subject to questio~ 
It may be noted that 'the warehouse oper.ation was char.ge.d lvith 

; , 

federal taxes even in ye.ar~ when losses were 'shown~ and that t.b.e 

federal tax in 1945 seems 'di'sproport10:c.ately large 1u re"lat10n to 

the ~:et 'operatIng revenue tor that ye9.r. !t -appears., and applice.nt~s 

assistant se'cretary 'So indiee:ted;', 'that federal taxes which we.re pro-

perly chargeable 'to other o!Jerati,ons may have be'en allo.c8't.ed ,to the 

public utility warehouse .. 

Any reduction in the amount's .~he.rged to deprec1e"t1on and 

'tax expense would have the et1'ect 01' incr~as1ns the ant1c1pe~ed relte 

ot ret,urn,.. 'The ,extent to whi'cll SUch a<lj'ustmen'ts .might be required 

tor rate-makIng purpose s cannot be ,de,termin'ed on this record,# and 

the Comission is 'therefore wi,thout me·ens ot knowing whether or not 

they would obvia'te,any need tor the in,creases SOUgAt., or whether they 
,', 

would., it added to the ett'ec::t of the,propos'ed', increases" resu~t in 
, , 

a rate or return which might 'be deemed to be :exce'ss1've .. 

Another :oeason :appe'tlrs why 1ncX:,eased rates 1DB.ynot 

prope:rly be sre'ntea. on this re'cord.. More than 90 per -cent 01: ,appli-

callt"s warehouse business is currently.performed under :contra'Ct with 

tl:te Federal Government.. The storage ra't'e .on government owned cotton 

1's less than the rate proIJOse'd to ,be a3s~ssed to the generaJ. public., 

and 1't was essert'Cd that neither ,tho p:'Gsentl:Or proposed ~haudling 

rates 'would 't,ully compensate for extra services required 'Under the 

government c'ontract~ It:was ,not ~e:x:pla.'ined why ,charges t.o t·he general ' 

publ'i'e should be "incree'oed :to ;eompensate £or "reduced or 'noneompen-

'satory rates asse·ss.ed ,en government 'busi'D:esg., .. 

Where l"s't'e j;ncree:S'es 's;re :f.:I1volved., it '1's In,cwnbent upon 

the applicant to ,p-rosent 'complet.e :t'a(ctual '(list'a ito justify 'a1~:r1rma

tlvely t,he :adju:stments proposed.. upon ~e :pre:seItt ,record t'he ,Com .. 

mission is 'unabl'e t01mako a ,tincl:ill'g t'ha"t 'tohe '±n.c'l"O'aS6S ;propo.sed are 



justified. The application will be clenied~ 

ORDER - - - --
The above. entitlod application·having been heard and sbb-

mitted .. full consideration of the matters end things involved having 

been had, and the Commission now being fully advised, 
IT IS HEREBY ORDERED that the above entitled appli~ation 

be and it is· hereby denied. 
This ord:.er shall become efrec.ti ve twenty (20) days from 

the date hereof. 
Dated at San Francisco, California .. this 2,,~ay of 

September, 1945. 

t ••• ...... .. •• 

. . 
. . . 


