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In the Matter of the Application of )
ISLAND ELEVATORS, a corporation, for )} Application No. 26868
increase in warehouse ratesd. S
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By ras'cbmmissror:

OPINIQON. ON ?URTWER QEARIKG

Decision No. 38°26 or September 18 1945, in this proeeed-

ing denied applicant authority to increase certain rates- and
charges. It .also denied permission to change the terminating L
date for season storage-of grain, other than mile maize or corme’
The_decision,pointed out that operating losses indicated as: having
been incurred- in applicant's public“utility warehouse service had
been more than offset by revenues derived from the sale of milo
received in the warehouse but not delivered to the storers. This
so-called Moverage'", representing weight increascs resulting froml'
the absorption of moisture, it was held, should acerue. to the.
owners of the grain. Applicant was placed on notice that it would’ ""
be expected to take the necessary steps to see that this was :
aecomplished. The proposed charge in the season storage: basis . -
for other grain was denied for want of suff*cient justification. '

Upon applicant's request Y further hearing was scheduled- for
the receipt of additional’ evidence. It was had at San Francisco’ .on
October 29, 1945, before Examiher dulgrew. .

The. "overage"problem occurs only in connection with, the
storage of commingled: grain. £t the further hearing applioant sub-
mitted a Jproposed method under which separate accounting of all
varieties of grain by grade would be maintained and the "overages'
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found to exist adjusted after surrender of all of the warehouse
recelpts involved in each accounting; Under this proposal, appli-
cant would sell the undelivered grain and distribute the net
proceeds to tﬁe grower-depositors on the basls of the relationship
of tomnage delivered tc the warehouse and .the tatal weight‘df‘the
gfain on which the accounting is being made. App;icant‘s secretary
téstified that an exhaustive study of the matier hed disclosed no
other means by which it would be feasible to account for and dis-
tribute the "overages". |
Studles submitted by applicant's consulting engineer show
thht, had applicant operated under the aforementioned "overage"
adjustment plan during the fiscal year ended May 31, 1944, 1ts
public ﬁtility operations would heave resulted in a net loss of
$4,560« The principal Increases proposed in this ﬁroceeding are
those for handling and sacking services and amount to 50 and 40 cents
per ton, respectivelyQ Applied to the period studled, these
increases would have produced net operating revenues of $5,51G.
The engineer explained, however, that applicant®s 1944 storage
volume was "wvery considerably above normal'. He expressed the
opinion that in an average year applicant's rates as here proposed

to be increased would return net revenues of approximately $3,000.

This, he said, would amount t¢ & rate of return of less‘than 7 per

cent on applicant's $45,000 rate bases

In addition to proposing higher rates for the services of
handling and sacking grain, applicant seeks authority to increase
charges for other accessorial services. These are services performed
only upon request of the storef and on which labexr expense is the
principal cost factor. The record shows that labor costs have

increased approximately 100 per cent since the present rates were
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establisheds The rate increases proposed, applicant™s studles
demonstrate, are not greater than those necessary to reflect current
wage rates: These acdcessorlal services were shown to be rarely
required by ths storers and the revenues therefrom relatively in-
conséquential <

The record shows that applicant cannot continue operations

(ndez $he present atas wAthaud diedaihing eibetanblal losses wpon

adjusting its practices wivth redpect to “overages™e Under the plan
4t has submitted for digtributing the proceeds from tue "overages,"
it appears evident that fncreases of the volume proposed will be
necessary 1f applicantfs rates are to be réasonably cOmpPensatorys
‘At the further hoaring applicant urged that it be permitted
to Postrict its storage of graln other than milo and corn to that
provided on a monthly rate baslse It prOposed that the rate for
geason storage be canceled, that the present wmonthly rates bo maln-
%talhed for storzge prior to Detober 1, and that the rate for storage
subsoquent Yo %tdb’_er 1 be wmade S0 cents per ton por mpnd:h: In
stipport of thesc changes, applicant's scerctary oxplainod that the
alstrict which 41t worves is :prcdomiﬁan.tly 2 nilo growing axea; fhat
there 1s somc production of barley; that generally the fammers who
'grow barley also grow milo and desire to warchouse both crops; that
‘barley commencas to move into storage June Is that, upless the
Dartey 48 removed prior to tho -commencement «of the milo -storage an
-Dctober -1, there will be insufficient warchouse spacce for the milo
‘erop; 'and that Sto.’raxo for the miYo is ‘the -chief public storage necd
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~_<For tho £irst 30 ‘days$' 'storage, the present rate ds 50.cents per
‘tore 'Edch "subsequent ‘month's storage is charged for at ‘the rate.of
‘25 cents .per ton whitil ithe ‘rate oquals the season :storage rate of
$1%29 .per -torr.
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transfer their warehbuse recaipts they no longer control tae dise
position of tﬁé stored barley. For some tiﬁe, he said, the early
removal of the barley had generally ﬁeen facilitated by a favorablé
barley market and most of the parley had been removed in ?ime to .
accommodate the milo, He predicted, however, that after such a'
market no longer prevails holders of barley warehouse receipts who
are not conceérned Wwith the milo storage problem will then hold the
barley in storage whore there is a prospect of increased prices, ro=
gardless of the necessities of the milo storers. Tﬁe 5C ceats perton
per month charge proposed to be assessed coxnencing October 1 of each
yoar, he said, would assure tae removal of the barley because of the
4mprobability of corresponding increascs In barley prices. Approval
of this proposal appears warranted for the roasons advanced~.

Applicant also desiros to make certain other tariff revie
sions, some involving rewording of tariff rules made nocessary by
changed operating conditions and others involving teriff clarifica-
tion and uniformity. For the mest part, these appear to be changes
which would neither ingcrease nor roduce applicantls chergese
Desirable tariff clarification wbuid ovidcntly,bc‘brought'about by
the proposced rovisions and authpfity necessary to make them should,
therefore, be grantcd, '

No onc opposcd any of applicantYs proposals 2as they were
subnitted on furthor-nearings .. |

Upon consideration of all the facts of record we are of
tho opinion and find that the proposcd incroases and the sought
changes in rulos and regulations have been justified. ‘The applicae
tion, as amended, will accordingly be grantod. | |
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CRERER

. & furthor hearing having beea had in the above entltled
application and based upon the evidence received and upon the con~-
clusions‘and findings set forth in the preceding opinion,

IT IS HERESY ORDERED that the above entitled application,
as amended, be and it is hereby granted; and that the rates, rules
and regulations hercin authorized may bo published and filed on not
loss than five (5) days' notice to the Commission and to the public.

The authority herein granted shall be vold unless. exercised
within sixty (60) days from the cffective date of this orders

The effective date of this order shall be twenty (20) days
from the date hereof.: ‘

Dated at San Francisco, California, this 4£a2:__;day of
November, 1945 | |

— Commissioners -




