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Declision YNo. 45595

SPoxZ Tils PUDLIC UTILITIES COLMISSION OF THI STATS OF CALIFORNIA

Ir. tho Xatter of the Application of

A BxACali wWAKSHOUSE, B2KINS VAN LINZS, INC.,
CALIROMNIA WARZHOUSE CO., CINTRAL TERMINAL
JARZEQUSE CO., H. G. CHUAFFEE COMPANY,
CHARLES VAN & STORAGE C0., CITIZANS WARS-
HOUSE, J. A. CLARK DRAYING CO.,LTD., COAST
VAN LISZS INCORPORATED, CROWN TRANSFZR &
STORAGZ CONPANY, DAVIES WAREHOUSE COMPANY,
PEDERAL ICY & COLD STORAGE CO., FREIGHT
TRANSPORT COMPANY, JENNINGS NIBLEY WARE=-
BOUSE C0.,LTD., LYON VAN & STORAGE CO.,
METROFOLITAN WAREHOUSE €0., OVERLAND
TEAMINAL WAREHQUSZ CO., PACIFIC COAST
TZRMINAL VARTHOUSE CQ., PACIFIC COMMERCIAL
JARBEOUSE, INC., SMITE BROS. TRUCK CO.,
SUAR TAUCK & VAREHOUSSI CO., UNION WERMINAL
JARZEOUSS AND WISILAND JAREBOUSZ3, INC.,
for authority to increase rates Iin tae city

of Los Angeles, and othor Scuthern Califoernia
points.

Application No. 32070
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Appearances

Arle D. Foe and J. L. Dawson, for applicants.
J. K. Johnson, Hathan Nibley, Ca»l F. Peters, Gordon Hoss,
A. C. tialde, for various applicant warehousamen.

R. J. Jones, Lor General KMoods Corporation.

WM. W. wylle, for Californis and Hawslisn Sugarlﬁefinin3 
' Corporation.

Henry Crosxey, for Hoffman Redlo Corporafion;

h

2. Y. Maﬁnlng, for neard of Harbor Commissionors, City
of Los angeles.

' Charles H. Jacobsen, for Engineering Division, Transpor-

tation Department, Public Utilities Commission of
the State of Callifornia. '

CEFINION

By this application 23 warehousemen engaged Iin operating
facilities for the nandling and storago of genoral commodities in |
southern California, principally within the City of Los Angeles
anc vicinity, seek authority under Sections 15 and 63(a) of the

Public Utilitlioes act to increase their charges upon less than J

statutory notice.
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Public hearing was held before Examiner Bryant at Loa
Angeles on March 15, 1951. The matter is ready for decision.

The last general adjustme§t of applicants! rates and
charges was made on April 10, 1950.* Applicants aliegb that since
that date wage rates »ald to warehouse laborers have been inCreased
by i2% cents an hour, that wages and salaries paid to clerical
ané supervisorlal employees have beon raised correspondingly, and
that other operating expense:z have increased and are sziillincroas-
Ing. Az a result of such increa:esvin the cost of operations, the
Present wareshouse rates and charges assertedly are inadeQﬁate to
provide revenﬁes sulficient to meet operating expensos.ahd leavé
a reasonable profit. In order to produce the roquired revenues,
applicants propose %o increase all storage and handling rates by
8 per cent, or to incfease all storage rates by 15 per cent, or to .
inerease all handling rates by 17% per cent.2 Baeh of thé.thrqe al-
ternative proposals WOuld produce approxixately the same amoun£ of
added revenue.

Revenue needs of the applicants wero analyzed and dovel-
oped in the record by a consulting engineer, who submitted 1ncomé
statements, ravenue schedules, rate bases and other related data.
His studies were based essentlally upon the operating experience
of ecleven of the applicant companies for the twelve-month pericd
ending with September, 1950. The eleven companies, according'td his

information, operated approximately 8L per cent of the total

- T
The adjustment, vwhich involved an increase in handling rates cnlv,

was authorized by Decision No. h389u, dated Mareh 7, 1950, in
Application No. 30878.

2

Charges per hour per man for speclal labor would also be Incroasod
from $2.50 to $2.75 during regular hours and from 33.75 to #lL.12%
during overtime hours, with an increase in the minimwm labor cnarge

- from 25 cents to 75 coents.
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wareaouse floor area and received adbout 82 per &ent of the total
gross revenue earned by all of the applicants. The consultant intro-
duced also income statements and balance sheets of most of the othef
applicants for the year ending December 3L, 1950, but explained that
these were offered in compliance with the Commission's requirements
rather than as data belio#ed te bo helpful po‘the-disposition of
this proceeding. These st&tcmonts were meaningless, ho sald, unless
they were Lirst subjected toranaiysis, alloéation and modification,
all of whienh would take a gSreat deal of‘tﬁmc and'labor; and in some
cages would beo literally Impossible beocause of inadequacy of undoéf
lying records. The wltness sald that applicants other mm&n‘nho
eleven which he studied were necossarlily omittod from his exhibit
because of the preponderance of thelir nonutility services, insuffi-
clency of detailed rocords for required allocations, or therelatively
Limfte d scope of their warehouse operat ons. The witness stated
alse that he was unable %0 Pase his study upCﬂ experience lator than |
Soptember 30, 1950, because of the time required o cloze the records,
gather the data, and make the necessary allocations and analyses.
The following table, developed from the consultant's
exhibit, indicates in a condensed form the actual operating expori-

ence of the eleven warchousemen for the yeor ended wita Septembor 30,
1950:
TAELE 1

ACIUAL OriRATING RISULTS
L2-ONTH £ rI0D moDsb SefTasan 30, 1950

Net Operating
Operating Operating Operating Ratio
Revenuas =Zxpenses +Revenuess(Fercert)
Star Truck &« J/nse. Co. & S0L,005 » 35678u5'w 100 §3.00
Pacific Cozmercial whse. Co. 75,207 93,8 73 (é% Y] 20.75
Metropolitan whse. Co. 208,215 l99,ﬁ 96.02
wWestland shse. Co. ,563 108 ( )y AL1.17
Overland Terminal whse. Co. 366 085 326, 097 89.08
Davies Whse. Co. 141,776 131,363 lO, 3 92.66
Pacific Coast Terminal 10¢,535 103,202 L,333 95, Zz
Jennings Nibley Whse. 101,616 9 927 6 689 Q3.

California wWhse. Co. 197 8&7 191, 57& 8, % $6.83
Union Terminal Whse. 527, ( ).

102.56
Citizens whse. Co. 39,%72 % , 82 é:ggg g&.gé
’.Po tal \b » ‘V » / -

% Before federal income taxes, which were not developed by the witness.
( } Denotes loss.

-3e
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The actual experience as reflected in the foregoing
table, the coﬁsultant explained, is not indicative of applicants’
current experience or that which should be expected for the
future. EHe offered adjustod figures as a conservative estimate
of the operating oxporiencs to deo expocted for the rufure‘year.‘
Hiz modifications incliuded upward adjustments in revenues'to
reflect rate changes made in Decombder, 19L9, and April, 1950, and

n expenses to rofllect the more recent incroases in wages?and"

salaries.

Because most of the warehousemen oporate faclilities

leasod from arfiliated corporations at fates which he belie%ed
to be wnrealistically low, the witness developed his estimates
of rovonue needs on two different plans. The first method
gonsiders the rentals paid for leased facilities dovotod‘to
public use as operating expense, and includes in the rate base 
oaly such propertles as are in fact owned by the warohousing
companies. Une second method ¢isallows the rents, But adds as
operating expesnse the deprociatién, taxes, and buildins ropalir
costs on all of the facilities, whether ownod or leased, and
includes all of the proporties in the rate base at tho deproci~ .
ated cost 6 the present owners, ‘he following %ables rerldqt

the adjusted figures ag submitted by the consultant:

3 R
Ovmers' records were unavailable for two of the buildings. For

this reaszon only nine companies were included in his estimates
under the second method.




TABLE 2

ESTINATED OPZRATING RESULTS - LEBASE MBETHOD
({Lleven vareisouses)

TUnder Prosent Under Propbsed
Rates Rates

Operating Revenues (1) 5 2,280,681 y 2,289,681
Proposed Increase (2) - 146,927

Total Operating Revenues 2,289,681 '2,h36,608

Operating Expenses | $ 2,17L,325 % 2,171,325
Increased Labor Costs (3) 135,875 135,875

Total Operating Expenses 2;307,200 $ 2;307,200“

Net Opcrating Hevenues 3 (T5I5) 129,08
Pedenal Income Tax I7820 45,666

Not Revenues af“sr tax - (3L % 83;7&2".
Operating Ratio. beforse tax 100.84% 7%

Operating Ratio after tax 101.44% 96.6%

Jato Sase : 1,050,516 1,050,516
Rate of Return bafore tax (loss) 12.3%

Rate of Return after tax ' (loss) 8.0%:

Explanation of Table 2.

This table shows estimated revenues and expenses wder actual
lease arrangementsnow prevailing, except that in one anstance,
 wihere the Lease 13 based upon a percentage of revenue, the
consultant substituted a lower Ifigure. Operating expenses include
reats pald by nine of the warchousemen whose oporating propsrties
are leased from the owners. Ihe rate baso represents the depreci-
ated book cost of only those properties which are owned by the
operating companies, plus an allowance for working capital. The
table 1s based upon operating results of eleven warchousemen, for
the twelve montas ending with September 30, 1950, as submitted by
applicants’ consultant.

(1) Actusl operating revenues whica would have acerued kad the
prezont tariff rates been in effect throughout the yoar.

(2) Additional revenue which would acerue from rate Ineroase
heroin sought.

(3) 4dditional expense which would have been incurred if presont
wagos and salaries had been in effect throughout the year.

( . ) = Denotes loss.
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TABLE

STIMATED OFZRATING RiuSULTS ~ QUWNER METHOD

(Nine warehouses)

Operating revenues. (1)
Troposcd Increase (2)

Total‘Operating Roveonue

Operating Zxpenses
Incroased Labor Cosats (3)

Total Oporating Ixpenses

et Operating ievenues

Under Present

Rates

-Under Froposed

Rates

% 2,140,123

3 2,1&05123_
$ 1,916,669

27, 7L

¢ 2oouh!ulo
95,713

1391127

$2 1219,250

1,916, ‘
7

s 2,04, Lx.lo
231»,8&0

: 5
Federal Income Tax 23,931 $__ 81,406
b

Wet Revenues alter tax 71;782V. , 1535&3& 
Oporating Xatio before tax . 95.5% 89;7% 
Operating satlo after tax 96.7%. E 93.3%1

2,943,713 $ 2,903,713
fate of Return before tax 3.3% S 8.0%

Rate Base

Rate of Return alter tax - 2.4% 5.2%

Zxolanation ‘of Table 3.

This table saows eatimated revenues and expenses under conditions
waleh would exist Lf all of the operating nronerties were in lact
ovmed DY warehousermen. Operatihg expenses disallow rents actually
Palc Dy seven ol Tle warehousemen whose properties are leased from
the real owners. In lieu of ronts there are included, as exponses,
allowances for dcprPciatLOA and taxes on the buildings. The rate
caso ropresents all of the operating propertlies, whoether or not
ovned by the oporating companios, plus an allowance for working

a"ioa_. Tio table Ls Lased upon opoerating results of nine ware-
housamen Jor the twelve months ending wlith September 30, 1950, as
subnitted Yy applicants! comsultant. :

(1) Actual operating revenues walch would have accrued had the
tariff ratez beeon in elfect throughout tho yoear.

(2) Additional revenue which wou;d acerue Irom rate increases
herein sought.

(3) Additional. expense which would have been incurred it present
wages and salaries had been in offect throughout the year.

(i4) Estimated at current federal tax rates applicable to corpor-

ations, based upon equal division of revenues among the nine
warehousemon.
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From the tables it will be seen that the warehousemen,

at current expense levels and present tariff charges, would exper-

ience operating ratios before income taxes of lOO.S‘per cenx'uhder
Table 2 and 95.5 per cent under Table 3. On bhasis of Téblg 2‘
there would be d net operating los;, and on basis of Table 3 the
annual rate of return on the rate dase, after taxes, would be only
2.% per cent. Establishment of the proposed rates, it appears,
would produce corresponding operating ratios of O+.7 per cont and
29.7 per cent under the two tables, respectively, and armual rates
of return after taxes of 8.0 per cent and 5.2 per cent. | S
The consultant's study, as summaiized in the foregoing
tablés, appears to deVelop fairly the revenue requirements of the
applicant warchouses as & group. It is clear that an increase in
the net revenues is necessary if these operators are to bde main;
tained in sound financial condition. At the sought rates none of
the companics would have operating ratios more favoradvle than
35 per cenﬁ,’bcforc income taxes, under either the "lease method”
represented by Table 2 or the "owner method" represented by
Todle 3.4 Under the latter method the highest rate of return for
any of the warehousomen would be 1l per cent on the rate base,
and under cither method of #nalysis a number of the companics

would contimue to suffer opaerating losses. The cvidchce is

I B
The consultant urged that, considering the rate of capital
turnover and othor factors, am operating ratlio of 85 ner cont is
reasonable Lfor public warchousemen.
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convincing that the sought rates are reasonable_and will not result

in excessive revenues.

As hereinbefore indicated, applicants seck authority,

in the alternative, to (1) imereasec all storagze and handling
rates by 3 por cent, or (2) inerecase all storage rates by 15 per
cent, or (3) inerease all handling rates by 174 per cent. Their
estimates show that each of the alternatives would produce approX-
imately the same amount of added revenue. Applicants‘urge,‘how-
ever, that adjustmént of the storage rates by 15 per cent offers
the best and most logical means of obtaining the needed revemue.
Tneilr toriff publishing agent and & number of warchouse officers
testiflied in support of this plan. They pointed out that appli-
cants! handling charges have been inereased several times in
‘recent years whereas their monthly storage rates have notfbeen
adjusted sinee 1938. A5 a result of these selective adjustﬁents
in the past, it was testified, the handling and storaze rates

are now out of valance. Tné existing relationships'might be
justified by cost analysis, the witnesses believed, but are never-
theless not readily acceptabdble to tacir customers. Accordibg to
the testimony, storage rates in the Los Angeles area are hdw
generally lower than thos¢ maintained by warchousenmen in othcé
najor citics throughout the country, whereas the charges for

handling are relatively higher. This condition is disturdbing to

- The incrcase of 10 per cent in charges for certaln special
labor services, as stated in Footnote 2, sunra, would bYe in addie
vion to any of the threc alternatives.

/
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varehouse patrons who operate on a nationwide basis and who
neeessarily must compare charges at various cities throughout
the country. IDBven though the inercased cost of porforming ware-
nouse scrvices contimucs to be largely attributable o Labor
expense, applicants belleve thot 4t would Be a serious mistake
to make a further inercasc in handling charges at tals time.
They urgeatly request that they be permitted, as a mgtter of
manageriél diserction, to obtain the nceded additional roveme
through an inerease in their storage chérgcs rathcr than in their
hendling rates. Otherwise, they fear, they may be faced wiﬁh a
significant loss of patronagc.

Approxinately 3200 notices of the hearing were dis-
tridutcd to warchouse customers and to other persoms belicved to
be interested. Only two storers were represented at the hcaring.
Onc of these, the division traffic manager of General Féods 7
Corporation, tcstiﬁicd that his.company in its over-all distribution
methods has nany alternatives to using the services of public warc-
houses in the Los Angeles arca. He said that in his opinion the
applicants herein are approaching the point of diminishing returns
in their warchousing charges. He believed, however, that an in-
erease in the nresent storage charges is justified, and said that
he favored inercascd charges for storage rothor than for handling.

The other storer witness was the assiztant traffic wansger.
of California & Hawalian Sugar Refining Corporation. He stﬁtcd

that it was not Ris purposc to protest tiae marticular adjustments

herein sought, t rather to object to the plan of secking increased

N
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ravenues thrbugh a general percentage adjustment of the charges.
This witness.bolieved that the volume of storage which his company i3
able to offer should entitle it to rolatively Lover charges. KHe
thought that if a cost analysis were made it would be found that |
warehousing charges on many commodities should be relatively higher
and that those on his company's products should be relatively lower.
The form of increase proposed and advocated by applicants

appears to be the be t one readily available based upon all of thc
evicdence of record. fhe charges for handling, laber and storagq A
service are in general bdorme by the same patrons, and applicants7have
made a convincing showing that the adjustment which they urge is
Justifiod under all of the circumstances. It cannot be determined,
of course, Iin a general rate proceeding that cach resulting charge
will bé reasonable. Applicants‘orrered to correct any inequities
whlch come to their atﬁention and they will be expected to o so
Without delay.

| Uﬁon careful consideration of all of the facts and eircum-~
stances of record, the Commission finds as s fact that tho increases
Qroposed.by the applicants in this procecding are Justified. ‘he
ipplication will be granted. Specifically, applicants will be author-
ized (1) t¢ increass tho rates ol chargse for special services as pro-
j08ed In Paragraph IV, ubparagraph No. l of the application, (2) to
inersase all storage rates by 15 per cent as proposed in the socond
axternative wnder Paragrapn IV, subparagraph No. 2, of the application;
ind (3) to dfspose of resulting fractions as proposed in the oral

testimony of Jack L. Dawson, their tariff-pubdblishing agént.
SR 2 R N

Bagsed upon the evidence of record and upon the conclusions

amd findings set forth Iin the preceding opinion,
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IT IS HEREBY ORDERED that applicants be and they are
asereby authorized to establish, within ninety (90) days after the
affective dato of this order and on not less than ten (10) days'
notice to the Commission and the public, the increased ra%tes and
charges proposed in the above-entitled application as specifically
set forth and referred to in the foregoing opinion. R

IT IS ESRZBY FURTHSR ORDERZID that the authority herein
granted is subjoct To the expross condition that applicdnts wili
never urge before this Commission in any proceoding under Section 71
of the Public Utilitios Act, or in any other prdcéoding, that-tﬁo
opinion and order herein constitute a finding of faét of the reason-
ableness of any particular rate or charge, and that the filing of
rates and charges pursuant to the authority herein granted will Ee
construed as consent to this condition. |

1T IS EEREBY FUATHER ORDERZD that the authority herein
granted shall expire ninety (90) days after the effective déte of

this order.

ihis order shall become effective twenty (20) days:after
the date hereof.

Cated at Son francisco, Callfornia, this Z% day of
1pril, 1951. |




