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Decision N&.§8244 —_ @Rﬂ@ HM A H.
BEFORE. TI'IE RATLROAD COMMISSION. OF - THE: STATE' OF' CALIFORNIA.

In. the- Matter' of the: Application:of’ )
WESTERN COMPRESS: COMPANY for an Oxder)
Authorizing Inereases: and Reductions: g._

3

v

: 14, '+ Application Now 26.582-
in.Rates on:Less- than.Thirty Days* )
Notice.. '

BY THE COMMISSION®
Appearances.
Ray J.. Coleman, Lw Jw Brungs: and: Te Ee Blohm,
- for applicant..
Ce Ge Munson, for Los Angeles: Warehousemen's
Association,. Interested partye ,
Benjamin Chapman, for Chester Bowles, Adninise

trator, Office of Price Adminfstration,,
Interested party.

QRIXNIQL

By this application Western. Compress Company, a corporatianm:
engaged« in the busilness. of compressing and warshousing cotion, seeks.
authority to establish, on less than. thirty days?¥ notice, certaim
inereased and reduced rates: for handling and storing cotton at its
public wtility warehouses in Fresno and Tularee .

A public hearing was held before Examiner Bryant at Los
Angeles and the matter is ready for decision. |

In general, applicant seeks to increase 1ts rates for store
ing coupressed cotton from 15 cents to 20 cents per baleg to increase
‘ifs mndl:r.ng rates from 25 cents to 41 c'ents-‘pezr bale; to Increase
its sampling rates from 10 cents per bale to 23 cents per balej to
establish higher charges for weighing, banding, marking ang tagging
cotton, and for extra services not otherwise provided fore. The

L

ply are shown In detail fn applicant®s current tariff and in the ape
plication, respectively. Similar increased rates were seught by
other California warehouses in Agglic'at:!lons 26390 (San Joaguin

' The present and prgosed; rates and the servicé.s‘ to which they apQ-

Compress and Warehouse Coe) and 26450 (Producers Cotton 0il Company)e
ol
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Jpr0posed‘rates'are assertedly ‘based’ upon those promulgated by the
. Office: of Prico Administration and’ by the Commodity Credit Corpora-

. tion. - Tne application was’ not protested by these agencies nor by
‘other .partiess

| N W

. -Applicant stated that this' application for authority to
_increase' its rates was: brought about’ primarily by a need for addi-
. tional -revenue, ' It'declared that the costs of its public utility.

.~warehouse operations have: increased substantially since l937'without

.

_.compensating inereases in revenue, ‘and that'losses have resulted.

f » v

- Applicant’ dserived its’ decline’ in revenues largery to in-
creased: labor costs and ‘to additional’ service requirements in-con-,

-hP\. hd

nection with-cotton handled and stored wnder a loan program of tne
federal government, It stated that minimum hourly wage—rates have

. R

risen:from 40 ‘cents per hour paid in- 1937 to 80%'cents per hour s~

tablished by the wWar'Laboer Board on May 2 194£ It assertod LLaL
labor' has become less efficlont, and ‘thet more men are required now

..41

‘than in 1937 to .perform similar ‘operations’. It said that J.abor

costs .of loading rail ‘cars ‘with baled cptton have increased because
of the necessity of loading cars to capacity, and because the cotton
now shipped is less densely baled and more dirficult to nandle thnn
formerly. Furthermore, it was claimed tnat scarcity of 1abor re-
quired overtime employment of available manpower, a fact which of .
itself was said to result in decreased labor efficiency. Conditions
peculiar to the storage of government cotton assortedly require not
only extra physical handling of . the bales, but also the maintenance
of: additionaX records. Applicant stated tnat although the loan
program was instituted in 1937, it did not mat erially arfect tho
waronouso'costs'until’thefl94041§4l‘season;;g Applicant's vice .
prosidcnt testifiod that more than’ 90 per cent’ of its busincss cur=-
rently consisted of the rendition of services in connection witn tneu

handling and storage of goverament cotton.“
-2'._' ”‘.
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‘ ItTSeemeclear'that'in'recentnyears“applibant's“public :
utility.warehousethavevbeen'Operatedﬂundert1n¢réésingly?adversg“n
cost Ladtorss: Figures reflecting results.ofboth-the public atility
andnthe:ngnﬁublic:utilityfoperation?were»submittedﬂinfexhibitsfofuf
record:ﬁé- Ihh“segregated:figures:shoWingthehresulté'oﬁ:théapublibf:
utility\warehousetoperationiwerefaswset"forth‘inithelfoilbﬁinthableh~f

| “TSAT(aY  L0AS(b). . 1943 - ‘ 5%
Operating 'BevenueS"'~$474;837 34725549 ¥ $264, 7 $322:157 $304:763
0 t Ex s 30 8 418 8. 240 ¢? 268,082: . 221,836"..
Dggigcig%ionpenses 3 g 2025 51%%2' lg’gzg 54'164 54:182

State’ and’ Local Taxes gg 861 . 11, 8: 105684
Federal Taxes': %R: 4l474" .

TOTAL: EXPENSES . . :
NET ‘OPERATING. REVENUE$72,092 $<m $(E.."‘z€7) $(E'E) 58 19,7818
(ag Fiséal year .ended Jure 30, 194’ .
(b)' 13 months ended July!3l, 1942. -
(c) Estimateds".

(C_)..Indicates losss

According té‘tﬁis'tablé}’the profiﬁs'frdmﬁwarehouse”opera-'"
tions: for'the Beyear period~have becn exceeded by-the: 1osses.‘~App11-
cant-stated that its "average rate of~return for ‘the three fiscal years: :
1942;. 1943 and ‘1944, measured: with. respect ‘to. original 1nvestment .costy o
was Mminas 5.59 per cent."-Itfmay be noted that: applicantts ‘rigures
show a profit aftér 1ncome-taxes of" $9,781 4n'tho: fiscal ‘year. ending :
June .30, 1945..-0n original invcstment ‘cost:-of" $667,984,as shown‘ﬁor i

-

- -

2.

Oporations oonductcd by‘WosternfCompress Company‘which are-asserte~
odly “non-public utility". include 'the ‘comprossing :and recompressing -
of.cotton atthe: locations herein'involved, ‘the ‘operationof a cotton
compress.and warehouse -at' Phoonix, Arizong, and~the leasing: of* its’.
compress.-and: warehouse at Los Angolos thbor to: zhe Tnlted: Statos
Governments: »
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that year_in one of the company's exhibits, it way be ca;qgla;ed
that such profit represents a net rate of return of‘l,@élper cent.
Applicant estimated that a revenue increase of $3h,060 would,acqrue
ugder the proposed rates. After giving effect to the wage_rateé
established by the War Ladbor Board and to income and excess profits
taxes, applicant calculated the increased.rates would yield‘a_gape
of return of 3.09 per cent oa the original undepreciated investment.

‘Although an upward trend in earnings isrevidenced by the
table, the company's:assistant secretary testified that he could not
predict whether the trend-would continue. In the application it was
stated that no. favorable-developments ¢f material significance
could be anticipsted within the foreseeadle futura.

‘However, tke evidence cannot be properly evaluated with-
out analysis of the figures submitted. On this record some guestion,‘
must be raised concerning the amount charged to.depreclation expense
which, in the'latest fiscal year, accounts for more {than 18 per cent
of the total expenses. . As of July 31, 19@5, the_investment haq‘been
- depreciated to $397,779, or to about 60 per cent of the sfapedchst
of $667,984. A‘chargé of approximately $54,000 was made for each of
the fiscal years 1943 through 1945, whkich fact would indicate an |
T aversge Investment 1ife .of less then 13 years.B‘fsince wﬁrehouse

‘structures might.-normally be-expected to have 2 substentially longer
© service life, deprociation expense Baséd upon an assigned service
Iife of-less than-13 years cannot be accepted as reasonable in the
‘absence of-an adequate explanation.--Although applicént's'showing
‘wa$ quite’ complete in:many respects, little or no informetion was
supplied-with reference to-the cost or value of the depreciqble"

_ essevs, their conditions or romaininz uselful lives, or the netlod

.“or- methods used .in the computation-of the depreciation reserves.

%" Figures for prior yeers are not considered for the reason that

results of nonutility operations were not segregated In.the earlier
Tigures. EE ‘ y
{. . , -4-
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The segregation of federal tex expense between public
utility warehouse and other operations is also subject to questions
It may be noted that the w@rehouse operation was charged with
federal taxes even in yeafg when losses were -shown, and that the
federal tax in 1945 seems disproportionately large im relation to
the not operating revenue for that year. It appears, and applicent?s
assistant secretary 30 indicéted;hthat federal taxes which were pro-
perly chargeable to other operations may have been allocated to the
public utility warehouse.

Any reduction in the amounts charged to deprecia&ion and
tax expense would have the effect of incfgaSing the anticipated rafe
of returns The extent to which such adjustments might be reguired
for rate-making purposes cannot be determined on this record, and
the Cormission is therefore without means of knowing whether or not
they would obviate-any need for the ipcreases sought, or whether they
would, if added to the effect of theﬂbroposéd;indreases, result in
a rate of return which night be deemed to Be?excessiveq

Another reason appears why inc:gased rates nay not
properly be granted on this record. Mbre_than 90 per cent or»appli-
cant's warehouss business is currently performed under.bontréct with
the Federal Government. The storage rete .on government owned cotton
is less than the rate proposed to be assessed to the general pudlic,
and it was asserted that neither the presentror proposed handling
rates would fully compensate for extra services required ﬁnder the
government contracts« It was not rexplained why -charges to the general
public should be ‘incressed to compensate for reduced Or noncompen—
'satory rates assessed con govermment ‘busimessg,

Where Tate increases are involved, it is incumbent upon
the applicant to present complete Tactual ‘data to Justify affirma-
tively the:adﬁustments proposed. Tpon the presext record the Com-

mission is uneble to meke a findimg that the inercases proposed are
.;5.‘
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justified. The application will be deniedw

The abové_entitled application having been heard and shb-
mitted, fuil consideration of the matters and things involved iaving
been had; ard the Commission now being fully advised, a

IT IS HEREBY ORIERED that the above entitled application
be and it is herebdby den;edf

This order shall become effective twenty (20) days from

the date hereofs ,
Dated at San Framcisco, California, this éﬁg“‘déy of

September, 1945.




