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£3b CQkul SSLO“ OF UHZ STATS OF CALIFOaIA

In toe Matter of the Applicution of )
A.u uLCu“-M iJAﬁ.}ﬂOUbQ, 5“‘{11\5 J}'LJ.\ JJIAI..Ab’ INC-, )
CALIFORNIA W -’-‘T-OuS... CO., CENURAL DIANINAL )
JAxZEOUSZE CO., E. G. CHAFFIE CONMPANY, )
CEhnwiS VAN & 'STORAGE CO., CLTIZZNS fm::::ous )
Je A. Cuasl DHAV.E;«G €0., LID., CHOWN THANSFE )
& SUOHAGE COMPANY, DAVIES VANSEOUSE O”F'ANY )
PuDERAL ICE « COuD STORAGY CO., TREIGET. )
TRANSFORT COIPANY, EOLLYWO0D STORAGE CO., ) Application
EA‘JN'.INGS-I\:IDLBY WAREEQCSE CO., LTD., LYON VAN ) No. 29887
& STORAGE CC., VLTROkOL'”Ah WARZHEQUSE CO. )
0\/:;:4..:..A;»‘*D TEAIINAL WAREROUSE CO., PACIFIC CoASY )
TEXNINAL WARZHOUSE CO., PACIFIC COMMEACIAL )
JARZEOUSS, IXC., RNICEARDS TRANSFOHIATION CO., )
SMITE ErOS. TRUCK CC., STAR HUCK « WARZEOUSZ CO., )
T3325Y TRANSFORTATION COBPANY, UNION T2RNINAL )
AAREEOUST and WEST LA\‘D VA .:::OJS.'.:S, INC., fox )
uthority to incredse rates im the City of )
- os Angeles, and ou“ » Soutzern California polnvs.)

A

. ApDeavances

~arlo D. roe, for upplicants.

e Ke;dall Gordon xos,, C. 0. Simpson,
A, O. walde, . L. Messenden, D. X, uonnauon,
an_Stanlev, and . . sennatt, 1or
appllcuant warescusemen.

. for General Foods Corporation,

Nugp“ev.'for Nationanl rlastices,
rested p4rty-

Czarles A. sleand and <. F. Naaning » for Board of
[ardor (ommissioners, Civy of doug seach,
intercsted party. o

02z

kpplicants are 25 warehoussmern ope
the. qandllub und storage. c:ﬂ~ Leren *'disn in southern u¢_iiorzia,
pr;nc;pally witaln tne City of Los Angeles arid ity on v1~onu. they
“eef autnori y'undé* Sect ions 15 and 63( ) & the Fublie uzilities Act

to inecrease certain of tn.ﬁ. charges on less than statutory notice.
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A publie nearing was nad oefo*n Ezaminer *fyant at
' January 18, 1649. The matter Lz ready fér'dégision.
5.al ege Tant opera*ing costs;.pa:ticularly Tor
labor, have increased materially since Taeir rates were last
adj@stcd in Fébruary, lQh?. Azgertedly the rates do not now produce
revenues sufficient to mee?l operazingvexpcnseg and leaﬁe'é réasénable
profit. ' by thiz application they propose to iucreaso &ll of their
charges Zfor handling property into anc out of utomge. T“e *andling-
charges, whicn account for wos t of the labor revenuo, would oo
inercased oy amOUNTS ap?roximazely.equivalent to two ce. ts per
pound;. Applicaﬂts assert, and “their w;t“e ses zeszifig
form of adjustment, pro ucin w suwbstantially uni“o.m lneroaze accord-
ing to tae weight of the mereh ﬂdise'handled, would e & fair and
equitadble method of spreading tne inerease in cost df.hahdlinp which
results from nigner labor cos;s. rercentogewlise vhe inc“ea os would
vary from less than ¢ cont ;pwara to appro.-‘utclj L0 por cent.
hlso nroposced are increfses ‘arsés ror gpecial labo* and clerical
sarvicc;; walch aCcount for 8 ively small portion of the revenue.
harges arce stated in s per hour, and the increédos are
ifac aqﬁanccs in hourly rotes of‘paj.
in the present caarges Ior
, although thero nave been
some advances 08 1toms rolaving diructly 0o this'svivice, Tace
storage c:ﬁiges were believed uevcrune’n Ss
‘Exlszting océupancy conditlions, ;tvwas stated,

fflcisnt utilizess on of th warehouuo facllit
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Ravenue J“Udu Qf the applicantes wore developed by.a
consulting‘ongineer, wnovsubmit;ed-as”oxhiﬁita.thg rosults of nis
study of tie operating exporicnce of il of fho 25 companies‘heroin
involved. The studled warchouscmen, aqcording‘té nis i;guros,
oporaﬁed’?? z¢r cont of cno‘tot&l warohouse Iloor arau'and'raéoivo&
about oL pur cent of ths to 3L gross revente. o oxplaincd that tho
others were necessarily: omittec Lfor ruasons suen as insu SLLcleniey

g dot&iled records for-ruquirod allocations, preponcderance of none
uwtllity sorvices, or l*n;ued scope of 7arenouse operations.

Lo engiueg. found thut only two of the 11 warehoﬁswmén
own thc buiLdings in which thelir servicev are concuctod; thc‘o:hers
opcﬂa,a lcasqd‘facilizioé. sﬁca~ve of thls clircumstanco he,dé?oiopcd
his ostimatos of rovenue newds on two diffurent plems. Thﬁ Lirse
metnod considers thé POnL: as{opdrating cﬁpcnsc, and u 503 In the
rato basc only the proportiss‘owned by the warehouse'comwanids; The
second me u“Od Cmuu_lOW° £ho rents but adds as ogoruting oxpen,u the

'fociution wnd Taxes on 2Ll of thu warehouse fuc;l;t;au, whe ther
lodsod, and includoslulr,of tnc propurti¢8 In tho rate c4su-l
Lated book costy to The prosent OWﬂG.». Ino anginaqr

second mathod Q“ould Yo usud

proceeding, principally for 5o Teuson that many of the ronts were

unrealistic secause of close into*co*powa relations,between_some

hp“-

Lo ‘warenousv corpanzeu and tho property owmers.

T — ‘

Tng witness submitied also an altornstive rate e .ob ton of the
warehouse companies, bYased upon proscent cost of la. peproduction’
cost of thc dulldings of zevea of tae companics, preuunt Lalr vulue'
of :he'bu;la-ngs of threo companicy, wad opurators’ ao“r_ng ceplital.
Toe figures were in . large part tadun from un oxkidiv introduced by
anot“c r-witness in eanothor pr oc;-d_“g.‘ inoe clalmed co**c ané values
Werd nov adcqu;tcly d~vclopod in tae instaat rocord. The alternative
rate bage as thus submittod is in-oxcess of vL 000,000, wnickh is sub~
stantially nigh r o thun tno :na“ rate bDases of ruco*d.




Tables L and 2,

tae actual and estimated operating *e"ults unde > tho Two IOt

’

eSS Are based upon erger-aﬁco of the 1l

lnc fib‘

conpaniov Lor the six moauh

oy thic onsul'ing cngi“ee..

IHATED QPZanYING
(S.&.J’.-J.O

dperating dovonuos
Froposed Inerouss
Total Operating feovenues

Operating ixponscs
Incroased Labor Costs
- wotal Operuting Zxpoacos
et Ope*atiqg fevenues
Ilrcome Tax ‘
Not ntevenues Aftor Tux
ratlo (bofore tax)

Hatio (after tax)

“ablo

TABLE 1.

rresont

2ato ead

Aetuwal
Zxoensos

endirg with Junme, 19L8, as

ZISULTS - LEASHE MITHOD

J-"I’QS AN

Aate and
Adjusted
umG.ASUU

$1,150,991 %

—50,991

wnieh follow, sSut forth in sum zmary fors

nods.

SOlGCuQG warcehouze

submittoed

Froposed
Rate and
A Justed
....D"'D(....:.«...a

&~,lSO 9L

£5,608

$4,150,95%

$ 990,298

> 9‘0 d90 i

¥

*OO ,093
16,188

B .;..z.).;.,dU]
86.0L7
90.05%

w

- %1,020,423

31.5%
22 L.,,

'bl,—50>99&_v
S 990,298

‘ 9, 0LLO
& 201,1L3

25.;01
$ (5,10<

1.21%

93.h2%

020,123
19.8%
1L.9%

$L1,210,009

31,049¢04c
$ ’60 ,8LL

& 990,208
B4 o

029 .
$ llo,?l%

86.29%i
90.39%

$1,020,L23
32.7%

loaso
inelude rernts paid oy

eV &uC expenses undor sctual
Opcr uXpenses

-dnle tab'~ shows uutim&tud
ancumonts now provailing.
the udrarou omen WIoSe 0pe propertics are loased from
ovners. Tho ratu vasce 'ubuntb tho doprcc*atcd Dook cost
ol ounly thozo. p*opu vios w.;cr are ownud by tho Op ¢Iat ing compﬂn¢03,
plu~ an ollowanco for worilins capital. Tho tadle 4s based upnn’ opor
ting rosults of 1l wurchousemen for thv S$ix months, o“dino uuno 30,.
lQLb, a4z submitted by applicants' cﬂg;.cur ‘
Income vaxes were estimated upon D&34c of cusrent tax razos
(staty and federal) applicadle :to corporutions, using omo half of
amownt walch would acerue on wi &nnusl asis on equal d;v;sion or
revenuss among the ll warchousemen.
R&Tosof return &ro on an anausl basis

vae rodl *c'

-
as
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CABLE 2.
ESTIMACED OFERAT ING RISULTS - OWANER MITEOD
( Six-konth Perioed)

Iresent rresent Propozed
rate and Hate and Hate and
Actual Ad justed Ad justed
Lypnenses  Expenses Expeﬁse,

Omerating Hevenues $1,150,991 51,150,991 &1, 150 991‘
Yroposod Inerecuse

lotul Operating sevenues - &I,I56,§9i $I,LSO,§9I'

Operating sxpenses $ 935,897 v 935,897
Increasod Labor Costs : - : 550
Total Operating Zxponses $ 935,097 & 955,

NoT . Operating neVenues $ 215,094 ¥ 1 5,5&& K-
Income Tax 76,186 :3,676
Net Revenues After Tax 130,900 & LlL,000 .

Uperating ratlo (before tax) | 1.30% 86.&9%“
Operating Hatio (afzer tax) | &§7.93% 90.28% 88.35%_
| 52,993,L59 $2,993,L59 2,993,459
of Xeturn (before tax) UL 20.4% . 1U.8%

of Rewurn (after tax | 9.3%  T.5% 9.5%

Exg;anation of Table 2:

This .ablu .4owa esTimatod ravenuss and oxpenscs under conditions
wrhich would st 1T all of the operating nropartices were in fuct-
ovnied oY tao wareﬁouvc T. ‘chra..nb GXPUnsos disallow rents actually
Psid by nlino of theo warcaousonen vwaAose propLrtics are leusoed from thoe
real owners. In Liew of rents there are irc_uded as expensss, allow=
ances for dcwroc¢ation and taxces on tho dbuil ‘ngy. The rate buso rop-
resents all of tho operating propertlivs, wheitner or not owned Oy the
opor¢t;uu COﬁg&nio s, plus an allowanco for working capital. The table-
i1y based upon opcruting results of 1L warenouscmen for tihe .six months
onding with June 30, 1948, as submitted by appli cants"enbineor.

- Incomo taxvs wory eetimacua‘upon basis of current tax rates (state
and fode: &;) applicable to c¢orporutions, ug;ég one ralfl of <he amount
wohich would aceruo on an annual baslis on equal div-siOﬂ of rovenues
dmong the 1l waronousomun.

Rates of rueturn Are on an annu¢’ basis.

'*“e engineoring witness exp*;sscd tae opiﬁion thdv an
opcrat;ng ratio of ¢pp*oxirately 85 wor cont Lis “easonab ©, and neces
sary to sustq;nlwarohousc oporations suchn as tnose asre in involved.
iﬁé did not urge 4 specific rate of=re;unn en the Lavested capit&l;

« id'ono»instanca,howover, ne prodicuted a reat figuro,upon aﬁ,dnnua;

riturn of 9 per cont.
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No onu opposod thew granting of tals upplicution. Approxi-
ately 3,200 noticus of the hearing were di striduted to WAreROUSE
pazroné.&nd io other personc and organizations bclibved to have oan
nTorsst in Tho matteor.
doveloped in Todble L1, walch indlcates wstim tod rovenucs
and expenses undor LGETMLLl lease arrangoments now prcvailing,'tho
WHPOROUSYS, 4T CUPFORT oxpense lovels and with no inerosse La rates
or charges, would cxporience on oporating »atio before taxes of 91.2
Per cont, and on annusl rate of ruturn, aftor taxcs, of approﬁimatoiy
_lS pcf cont. Under Tablo 2, w‘;ch devolops thw rosults &l z@ey‘would
wursnousehen In fac: ownod all of thc‘land.dnd buildings
218 paid-ho,rcnt ;;c uon = G 1ing operating ratio would be
80.5 per-ceﬁt and the " pe alTor taxes, wouﬁd be 7-5 por
¢ent. wstabl ;s“moﬁt o*_ ' nt rates would p*oduco oporut iqg
ratioa of 80;3 per cunt and { ' yelobo cont undoer <ho w10 tables, roypuc=
g;nuul rates of reTury of 23 por cont and 9}5 pér*cent.

Upon curwful coasidorution of the fipurces suomitved by

‘ ‘ . 5\ - ) . ,.
&5 swmarized Iin tne foregoling tadles and in the proccdiag

“nét persuaded thit & need has Segn 03 taol;,“ed “o*
narges of :hc WAL CROUSC pécrons at tho
'sofcifcumstu"ces it is uancst&ry,to,ééhcidor
¢ the validity of &« p nts'_”*utcg or Implicd premises
(L) phat rovenue necds of the 25 ap“licants, somd‘o*'n“om opar t
,5cyond tac Los Angdl¢s aroi, should buo dL.dr__;ud by the oxperienco of
1l compunios whode igurss werw sudmitted: (2) that Lliguros for‘vhe .
£irst hall | |
;a;arie°; ur

»

\3) that c“urgus should By adjusted uniformly in sccor anco with the

Savorisge exporience of tha uppllcahtsfus & wnoly, without roforence to

revinue roquirements of individusl companids; or (4 'unuc‘s,orago'
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char 30°2arg rexdtive*y compeﬁ°auory and that nooded TEVORUCS snould be
derived . entin ely Iror increascs in hqnd ing ana acccs orial sorvice,.
From the evidonce of record the Commis sion is of the
oniuion, and finds ao a fact, *h_t the appl.s.cant0 in‘this groccucxng
nave not_shown-the proposcd fneroased ravos or ch~"go, to be just ifiod

within #ho meaning. Section 63(a) o” tho Pudlic Util;t;es AcT.

he oppli cat;on will b¢ denled.

0 =
—

DE

:Ti.

A pudbl ic nea*ing aving dbeen nad in the above-enti lcd
procooding, and bassd upon the svidence roceivod at 250 héariﬁg'and
upon the concﬁusions and findings sev forth in uhO‘precédihé
opinion; | o

‘ I7 IS‘HEHBBY-ORDEHED that the edbove-on titled appl*ca ion
hex eby'denicd. '

The eff octivc date of this order shull be twenty (20)

days aflter tho dato harocof.

o

Da% cd at San Franciseo, Califor rnis, this 2 ~—— "day of

.

February, 1949,




