ORIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

— g
Decision No. SUGLY

In the Matter of the Application of)
Coast Counties Warehouses, et al., ) Application No. 35677
for increases in warehouse rates. )

Vaughan, Paul & Lyons, by John G. Lyons,
for applicants.

Jack L. Dawson, for California Warehouse
Tariff Bureau in support of applicants.

Mary Moran Pajalich and Clyde Neary, for
the Commission’s staff.

By this application, as amended; 19 public utility
warehousemen operating in Mbnterey, San Benito, San Luis Obispo,
Santa Barbara; Santa Cruz and Ventura counties seek authority to
increase their rates and charges.

A pudblic hearing of the epplicatien was neld at Paso Robles
on September 23, 1954, before Exeminer Henry Jacopi. ISvidence in
support of the proposals was introduced by applicents'! tariff pub=-
lishing agent ond by o consulting engineer. Two public witnesses
appeared in opposition to the sought rate increases. Cownsel for
the Commission's staff participated in the development of the record
through examination of the various witnesses.

Applicants' public utility warchouse operations are
devoted to the handling of agriecwltural products and supplies;
inciuding accessorial and special services. The cxisting rate
structure for these operations was authorized by Decision No. L1568
of May 11, 1948 (48 Cal. P.U.C. 121). %he principal commodities

stored arc beans and grain. The present rates for storage and

hondling of beans are $2.25 per ton for 30 days or less, $2.75 per
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ton for more than 30 days but less than 60 days and $3.25 per ton for
more than 60 days in the same storage season,l The rates on grain
for corresponding periocds are $2, $2.50 and $2,75 per ton. Other
rates for storage and handling range from 50 cents to $& per ton and
from 15 cents to 79 cents per bale, depending upon the commodity
involved.

Applicants allege that the revenues derived from the
present rates are inadequate by reason_of steady advances in the
cost of operation since the rates were adjusted. According to
applicants! toriff agent, the wage rates fbr general warehouse labor
increased from $1.13 per hour in the year 1948 to the level of $1.55
per hour in 1953, with reclated advances in other operating cxpenscs.
It is proposed to develop the additional revenue which zpplicants
¢lainm is neccded by inmercasing thg sezson rates on beans and grain by
50 cents per ton, by discontinuing the 30~ and 60-day rates (leaving-

the scason rates also applicable for shorter periods) and by raigihé7

the sterago rates for the other commoditics and for meecessorial and

special services by 15 per cent, No change 1s sought in the rates
for "shipping through" scrvices.2

Studies of the financinl results of operation for 11 of
the 19 applicants were presented at the hearing by o consulting
engincer retoined by the warchouscmen, His coxhibits were developed

from the book records and included revenue and oxpense studles,

L
The storage season on beans is from pugust 1 to July 31 and on grain
and also for various other specificd commodities it is June 1 to
May 31.

2

According to the tarlff agent, the scrvice of "shipping through'
performed by the warchousemen invelves the recelipt from farmers or
others and consolidation and forwarding of o quantity of bulk
commoditics sufficicnt to £ill a carloead.
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earnings under the present rates and those anticipated under the
proposed rates and rate bases and related . data for the 1l warehouse
operators individuazlly and as 2 group. The studies covered the last

fiscal year or the latest period for which figures were available

3
for ecach applicant. The witness stated that the revenues and

¢xpenses in hls studies were based upon the book records without
any adjustments boilng made to give offect on an anmual basis to

cost inercases that occurred during the period studied., As summar-
ized from the consultant!s coxhibits, the aggregate annuel results of
operation for the 1l warchouscmen as a group zre summarized in the
tabulation which follows.

Present Proposed
Rates. Rates

Revenues $301,%21 $368,086
Operating Expenscs 395,712 355,712

Net Before Taxes (8 55%.291) $ 12,374
Income Taxes - 7;958

Net Aftor Taxes (§ oL, 291) $ 6,308

Ratc Base $925,9537* $925,537*
Rate of Return - 0.68%
Operating Ratio 118.0% 98.8 4

( ) = Indicates loss,

* Rate base figure covers 10 of the 11 ware-
houscmen included in the showing. The one
operator leases its facilities,

¥ After provision for income taxes.

The consultantt!s studies show that cach of the warchouse-

men included in the forcgoing operating results oxpericnced opernting

The studices of operating rcesults refleet the operations for the
fiscal years ending May 31, 1953, July 31, 1953, November 30, 1953
and May 31, 1954, respectively, for four of the warchousemen and

ior the year cnded December 31, 1953, for the other soven wara-
ous¢men.
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losses under the present rate structure and that the annual losses
ranged from $15 to $14,023., The operating ratios ranged from
’100;01 per cent to 150 per cent. Under the proposed rates, the
operations of three of the warehousemen would earn ret revenues
amounting to $359, $6 683 and $12,4%40, rGSpectivcly, after provision
for income taxes, For the other eight operators, the revenues
anticipated from the inercased rates sought would be insufficient
to cover the costs of operation. These operators would experiocnce
annual losscs ranging from $183 to $%,76% with the operating ratios
ranging from 10l.3 per cent to 122.6 per ceont. |

Accordlng to the teostimony of the consultant and the
tariff agent, the 11 warchousemen studicd handled about 80 per cent
of the pudblic storage in the arca from Watsonville to Ventura
generally covered by the operations of all applicants as a group.
Lssortedly, the cight applicants whose operations werc not studicd
were omitted from the showing because some of them had commenced
operations only recently while the book rocords of others did not
contain sufficicont detail for the purposc of the studies. It was
explained that the epplicants were engaged in utility and nonutility
cperations and that appropriate segregationa of the oxpenses
required detalled information relative thereto. Lecording to the
witnesses, the eight werehousemen in question conducted small
utility operations which, if the records were available, would not
bring about any material change in the financiol showing for the
group of applicants.

BEvidence relative to the proposcd rate adjustments was
Zatroduced by the tariff agent. He pointed out thet the inerease
of 50 cents per ton sought on beans and grain was cqual to abous

15 per cent. A like incrcase on the other tariff rates was proposecd

Lo




a-35677 s1 + @ @

on a percentage basis, ne sald, because 1t was more practical to
apply to the veriety of rates involved named in different units of

neasurement.
In regard to the proposed discontinuance of the 30~day and

60=-day storage rates, the tariff agent asserted that after studiecd
consideration of the matter in the light of the revenuc needs and
exlsting conditions the warchouse operators concluded that the
scason rates were appropriate for storage scrvice for shorter
periods. According to his testimony, less than 19 per cent of the
total tonmage was stored wader the 30=-day ond é0-day rates.
Assertedly, rural warchouses generally are constructed to provide
facilitics in their immediate territory. During the short harvest
scason the warchouscs are filled to capacity or to the limit of the
local crop. Since the crops are harvested once per year, tonnage
scldom is available to replace commodities removed from storage
within a period of 60 days after harvest, According to the witncss;
the warchousemen's cost of operation wnder scasonal conditions is
not rcduced by the corly withdrawal of goods from storage. He
stated thet an average incrccsc of 68,6 conts per ton would be
neeessary dn all rotes in order to retain the 30-day and 60-day
rotes and develop the same cmount of additional revenue as sought
herein. The witness assertod that such an incresse was groater
than could be borne by the commoditics which are stored for more
than 60 days and which account for about 81 per comt of the total
tonnage stored.

With respeet to the rates for "shipping through! operations,
the tariff agent s2id that applicants were not secking to increase
such rates bocause they were considered to be compensatory and
because rates higher than those now in offcet would influcnee the

handling of = substantial amount of tonnage dircct from the farms to
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rail cars or by motor truck to final destination instead of moving
the tonnage through the warehouses,

applicants requested that the Commission render a decision
in this matter at an early date and that they be authorized to estab-
lish the sought rates on less than statutory notice. The tariff
agent pointed out that the bean harvest was in progresé and that
early establishment of the new rates was necessary for applicants to
derive some benefits from the adjustment during the current season.

Iwo public witnesses testified in opposition to the pro-
posed rate inereases, One of them, an official of the Venturz
County Grange, asserted that the growers would be unable to bear the
higher warchouse rates because of a drop in the roturns for farm
products. He stated that currcnt proposals to revise or nodify
federal price supports on agricultural products; if adopted, would
have a further advorsc cffect upon the growers. Another witncss; a4
patron of warchouse facllities near Lompoc, objected to applicants?
proposal to meke the scason storage rates applicable for lesser
perlods, No one else appeared in opposition to the granting of the
application, The record shows that applicants distributed more than
1,700 notices of the sought increases to their patrons and that the
Commission's scerctary scnt notices of the hearing to a list of
organizations and persons believed to be intercsted,

The California Farm Burcaw Federation informed the
Commission that applicants' exhibits showing the financizl results
of operation had been reviewed and that some inerease in the waro-
house rates appoarcd to be necessary.

It is clear from the cvidence of rocord that the applicants
arc cxperiencing losses in conducting their publie utility warchouse

opcratlions under the present rates, that relief is needed, and that

G
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the proposed rates are not excessive. In most instances, the pro-
posed rates would do no more than to assist in reducing the
opercting losses being experienced. The form of the rate increase
appears to result in rexsonable spreading of the burden of appdli- '
cants'! revenue needs. g
Upon careful consideration of 2ll of the facts and circum-

stonces of record, the Commission is of the opinion and finds that

the rate incrcases proposed by applicants in this proceeding are

justified. The application, as amended, will be granted. In view
of tne evident need for inereased revemie and of the commencement of
harvest operatlons, authority will be granted to cstablish the
inereoased roates on twe days! notice to the Commission and to the

public.
ORDER

Based upon the cvwidence of record and upon the conclusions
and findings set forth in the preceding opinion,
IT IS HEREBY ORDERED that applicants be and they are hercby

authorized to establish, on not less than two days' notice to the

Cozmission and to the public, the inercased rates and charges and

the tariff changes proposed in the above=-cntitled application, as
amonded; and that in applying the authorized percentage increasc to
rates amounting to more than 10 cents, fractions of less than one-
holf cent shall be dropped and fractions of onc=half cent or more
shall bde advanced to the next whole cent.

IT IS HEREBY FURTHER ORDERED that the authority herein
gronted is subject to the oxpress condition that applicants will
never urge before this Commission in any procceding under Scetlon 734%
of the Public Utilities Code, or iz any other procceding, that the
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opinion and order herein constitute a finding of fact of the
reasonableness of any particular rate or charge and that the
filing of rates and charges pursuant to the authority herein
granted will be construed zs consent to this condition.

IT IS HEREBY FURTHER ORDERED that the suthority herein
granted shall expire unless exercised within sixty days after the
effective date of this order,

This order shall become effective twenty days after the
date hereof,

Dated at San Francisco y Coliforniez, thls éd :
day of OCTOBER

Commissioners

Commizsionor....NoiR0 Scogping ,» Deing
nocozaarily adsent, did not particinato
o tke dispositlion of this procecding.




