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Decision No. 3I8IS

REFORE THZ PUBLIC UTILITISS COMIISSION OF THE STATE OF CALIFORNIA

In the I{attg; of the Application of
CALIZORNIA VIARZHOUST TARITT 2URRAU,
L. A. Bailey, Agent, for aunthority
to cstabliah certain accesseorial
charges, and to increase certain
other acce sorial chargcs of public
warchouses in the City of "Los Angeles,
and other Southern California points,
State of California.

Lpplication No. 28099
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Lnnearancesn

Arlo D. Poe for Anplicant

L. 4. Bailey for California "Tarchouscmen'’s Ztssociation

Ce G. Munson for Los fnrceles Warchouwsemen's Association

Gordon Ross for Overland Terminal Warehouse Company

Johrn H. Broadhead for Lcs Angelecs ™arehiouse Company

I. W. Hamilton for Pacific Cormercial 1 Warehouse, Inc.

Harold L. Drury for °acif1c Ccast Terminal Warehouse
Company

H. B. Plummer for Davios Warenouoe Company

Ce O¢ Simpson for Metropoliton ‘arehouse Company and
Testland Warc“ouch, Inc.

Edgar Se. Stan lcy for 3tar Truck & Warchouse Co.

We E. Fessender for Culifornia Warchouse Co.

He 3o Jonnston Jr. for Citizcns Warehouse

William Wyllc Tor Californiz and Hawaiian Sugar
Refining Corporation, Lid.

Reginald F. Walker for S“reckels Sugar Company

He V. Tuppcr for American Crystal Sugar Co.

Carl F. Peters for Union Tc*m*nal Warchouse '

Uillard & Schmiedell, by 4. F. Leland, for Union
Sugar Co.

0?INION
By this application, 28 pubdlic utility warehousemen
cngaged In the storage of general merchandise in the City of

Los Angeles and vicinity scek anthority to establish a cha{ge of

50 cents per ton for unloading merchandise from rail cars,

1

In connection with certain specificd commodities a charge of 50
¢ents per ton on vackages weighing 150 pounds or less and 60 cents
on packages weighing in excess thereof has heretofore been estab-
lished. 2 charge of 50 conts per ton is already in effect for
loading rail carse

-1-




28099-13 o

to provide a charge for delivering merchandise from sterage of 25
cents for cach delivery, and to increcase the present man hour
charges for sveeial labor and clerical services from $L.50 to
$2.20 for straicht time work and from $2.25 to $3.30 for overtime .
work. No change is provosed In storage and handling rates.

Hearing was had »efore Bxaminer Krauvse at Los Angeles
on January 6, 1947,

Accordirng to the testimony, the rates now in effect have
béen maintained without substantial change since June, 1942, during
vhich period tnc cost ¢f rendering warchouse services has increased
materially. The most substantial increases in operating costs
have been in wages and salaries. Typical of the increases incurred
since 1942 in the rezular rates of pay are the “increases paid

warehouse laborers, which amount to 37%.5 per cent, for the first

four montas of employment, and 40.35 per cent for employment: over

four months. Tt was tes=ified that the cost trernd is still upward.
Applicants declare that they arc no longer able to operate at a
reasonable profit under »resent rates. They assert that-the
continued maintenance of adecuatc and efficlent public warehouse
.service in Los Angeles and vicinity is likely to be .impalred unless
substantially increased revenues can be odtzined immediately.

“A consulting engincer introduced an exhidit portraying
the results of a detailed study of the cost experience and revenue
needs of 12 of the applicant warchousemen, based upon their
operations for the first nine months of 1946. "The engineer
testified that the companies which he studied operated 80 per cent

of the total storage space and earned 89 per cent of the total




revenue during the period studied. He explained that the companies
omitted from his study were for the most part engaged in activities
not related to merchandise warchousing and that 1t would not be
feasible to scgregate thacir wutility Operiting expenses, which
were said to be negligible, from the total, 4s to the others,
it was explaired that accurate figures were not available.
According to the study, the operations performed under
the storage rates are profitable in each instance whereas those
performed wnder the handling rates are unprofitable. The
engineer found that the over-all revenue experience of the twelve
warehousemen varied consideradly for the period studied, their .
operating ratios before income taxes ranging from 85.7 to 1103
under present wage scales, space rentals and storage and handling
ra‘ces.2 . The operating ratios of seven of the warehousemen
exceeded 99.4 and the operating ratio for the entire group was
98.5. To determine applicants' revenue requirements, the
engineer adjusted the warchousemen®s rigures so that they would
reflect an operating ratio of 85, before income taxes. The
engineer testified that the resulting earnings, when measured by

return on rate base, were proper. The following table shows the

2

The engincer pointed out that in giving effect to wage increases
not in effect throughout the veriod, no attempt was made to calculate
the added expense incurred in overtime work and increases given
office workers because of the fact that such increases were not
applied uniformly by all the warehousezen.

Operating ratios after provision for income taxes were not given.
Computing income.taxes on a corporation basis, the operating ratlos
after taxes range from 89.4 to 110.3. The operating ratio for the
group as a whole becomes 99.6. )
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rates of return, after federal income taxes, computed on a corpora-
tion basis, for the nine-month period, expanded to a ycarly basis.
The rates of return shovm are based upon (1) depreciated book value
plus a working capital allowance and (2) upon estimated reproduction
cost, less depreciation or, in threc instanccs, upon estimated
present fair value of real property and depreciated book cost of
equipment, plus working capital.

Rates of Return to Produce

Ovcrating Ratio of 8%
Based on

Ratec Base
Estimated
Depreciated Estimated
Warehouse~ Depreciated  Reproduction 3ased on Reproduction
men - Book Value Cost Book Value Cost

3 7 677 3 611,027 o41% <79
3 5 5 440 095 12 76 ’ g.gl

264 862
227,162
€63,67
237,93
253 577
,002
38 66°
264 861

36 %1
2 e
éo; 674
252 811
366,947
144 592
7 9 011

4,335

5,21
.89
6.34
19.26
7.72
9 70

4,10
1l.45
9.23
Z‘é%
4106

7«0g
208
4,753,533 919 6.79

362,240
3,511,527

:12 794 6.13

Warchousemen numbered 2 and 3 are ccmbined becauvse
one of thcm sublecases from the other.

(1) Estimated present fair valuc.

(2) The value of depreciated investment in property other ‘
than land and duildings is not included in the individual

(18788 for the 1act threg weranousemen because only 4

total figure was given ond it could not be apportioned.
Howevar, the amount thorcof, 349 »624, 413 included in the

total Tor the group, ded This amount heen included a lower

rate of return than shown wouwld result.

Most of the warehouscmen conduct a substantial part of

their operations in »roperty leased Lrom otherse. Accordingly, the
depreociated book cost of the property leascd, as reflected on the
owners' books, was used to determine the totzl value of invested

property dedicated to public utility service. Expenses were

—4—




28099-13 ¢

adjusted by substituting for the rent paid for the facilities the
actual owneri' expenses, including depreciation, texes, insurance
and repairs. A similar basis of allocation was followed in con-
nection with estimating present fair value and reproduction costse
The additional revenue sald to be necessary to produce
the results depicted by the tabdle was $249,451. An coxhibit was
Introduced to show that the »roposed establishment of ‘a 50 cent per
ton car unloading charge would, based upon applicants' actual.
experience during the nine-ﬁonth veriod, produce additional revenues
of 3117{772, that the provosed 25 cent delivery charge would produce
an additional $90,237, and that the inercases in special labor rates
sought would amount to $33,355. - The total estimated rcvenue from
the proposed charges was given as $241,364, or approximatclyv$8,ooo‘
less than the added revenues which would result under the sought
85 per cent operating ratio.. Applicants stressed the faect that .
aftor giving consideration to an inercase of approximatoly 35 per
cent in taxes on real estate effeoctive July 1, 1946 and to added
payroll expenses not reflected in the engincer's study, the amount
by which the proposed rates would fzall short of producing the needed

revenue would approximate $33,00C. It was also pointed out that

items of overtime expense and incrcased wages paid clerical help

which could not be measured were also incurred, thereby further ine
creasing the spread between the aﬁount necded to produce the operating
results portrayed by the table and the additional revenue which

could be expected under the proposed rates.. Witnesses testified

that the operating results depicted for the nince-month perioed reflect
approximately 95 per cent warchouse space utilization and that
improved earnings through inercased storage volume could not: be

expected. .
4

In every instance the owners! ' expenses werce leso than the rental
paid by the warchousemen. .
5




It was applicants' position that rates involving laboer
scrvices were unprofitable and that the proper place to secure the
additional revenue nceded was from such services. One of their
vitnesses stated that vhile consideration had been given to a further
increase in the handling rates, it was decided that increases should
be sought from thosc scrvices which are presently béing performed
without any compensation or at rates which arc clearly inadequate.

It was stated that for these rcasons tae particular services for
which increascs are sodght in this procceding were chosen. -

The California and Hawaiian Sugar Refining Corpvoration,
Ltd., American Crystal Sugar Refining Co. and Union Sugar Company
opposed the establishmeont of the sought c¢ar unloading charge and the
proposed.zs-ccnt charge for cach delivery made from storagee. Their
principal witness testified. that the only vlace where an unloading
charge is presently assecssed 1s at San Francisco and contended that
the proposed charge places an undue burden upon those shipping to the

warchouse via raile. He likevisce contcnded that certain benefits

accrued to the warchouse when goods werc sninned rail because their

facilities arc not adequate to receive all of their merChandise by
trucks He also stated that at San Francisco the charge for unloading
rail cars varied with the weight of the individual péckages and
contended that such a basis is more proper than a flat charge per ton.
The latter charge, he sald, falled to recognize that additiornal costs
are incurred in unloading small packages as compared with larger
packagese

The witness tookx the position that making multiple
deliveries of single storage lots was a fundamental warehouse functidn
and that the cxpenscs connected therewith should be compensated out of

the handling rate and not by a charge for each delivery effected, as

Merchandise delivered to the warehouse by truck is unloaded on the
warchouse platform by truck labor,
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proposed.

He stated that he would have no objectlon to a reasonable
percentage increase in the nandling ratcs as an interim revenue=

produqing measure pending completion of 2 study of 21l commodities
to determine to what oxtent they are bearing their orower share of
the over-all warchousc expensce

The warehouscmer in reply stoted that the proposed charges
are not disproportionatc with the cost of verforming the services.
To incrcase the handling rates they said would mean that o substan-
tial part of the expense incurred in unloading cars and in making
nunerous deliveries from storage would b¢ borne by persons shipping
by truck or by storers who do not receuire the warehouscmen to make
nultiple deliverics of irdividual storage lots and would result in
discriminatory and otherwisc improper rates. Applicants contended
that rclating the over-zll unloading rates to particular sizes of
packages required unnecessary refinement and was not feasiblee.

It appears from the rccord that wisth but two exceptions
the warchousemen are either operating at a loss or at an unsatis-
factory profit under present ratese. The rates proposed are wnppropri-
ately dirceted toward producing revenue for services which are
presently either partially or entirely uncomvcnsated. The additional
revenue which they will produce ill not be cxcessive.

Upon careful considceration of all of the facts ard cirsum~

stances of record, the Commizsion ic of the opinion and finds as.a

fact that the proposed rates are Justified. The application will be.

granted.
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»Public hearing having beoen had in the above entitled
application and bascd upon the evidence received and the concluéions
and findings sct forth in the preceding opinion,

IT IS HEREBY ORDIRED that Application Nos 28099 be and it
is granfed.'

IT IS WERMBY TURTESR ORDERED that the imereascs herein
authorized nay be established on not less than five (5) days? notice '
to the Commission and to the pudlie.

IT IS TURTESR ORDERED that thac authority herein granted

shall be void wnless oxercised within ninety (90) days from the
effective date of the order herein.

This order shall become effective twenty (20) days from
the date hercof.

Dated at San Francisco, California, this éL day of
January, 1947. ‘//— M

Commissicners




