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App11cpt1on No~ 37352 

V~ughan, P~ul & Lyons, by Ra~in~ld L. Vn~~h~n nnd 
.Tonn (j.r-Lyons, for applictlnts .. 

J~ving s. eulEr., for G1broltt'lr W~rehouses; Henry SA Rill 8;:' , 
for S~n Frsnc1sco Warehouse Company; John P. Vent~A, 
for HowE'rd Termint11; opplic~nts. , 

pf'l;h~m ~. J"nco'b50n, for Virtue Broth<ilrs Monuf,~ctur1ng 
Comp~ny, ~nd for Certified Chrome Furniture Company, Inc.; 
protcst~nts .. 

J~ck L. Dnw~on,for C~11forn1~ W~rehousemen's hssoc1~t1on; 
L. B. Chr1stinosen, for C~lifornin W"rehou~e T~rifr 
Bur~au; ;.;,,1(') D. POe, for Los Angeles vl~rchousemcln' s 
Associ~t1on; ~~s(;ll BvvPl:'l,s, for Dr::1yml.:ln' s 1.szoci~tion 
of S~n Fr~nc1sco; Leo V. Cox, for Spf~woy StorGs; 
'w111i~m 'vI. \'[y110, :for Cp11:fornia t'nd Ht\w~1ir'>n SU~:'lr 
Rof1n1ng Corporation; ~nd R. t. D~hlm~n, for R. J. 
Ruynolds Tob~cco Comp~ny; inturest~d pprti~s. 

J. T. Phu1ps, for th~ Commission's st~ff. 

o PIN ION --------
J.pplicrnts t.lro pub11c util1 ty wt=lrGhouslJmun optclrf.lt1ng 

in S~n Frrncisco, Ocklmnd, ~lrm0d~ ~nd B~rk~l~y. By this 
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~pp11cpt1on, ~s omend~d, th~y s~~k ~uthor1ty to 1ncro~s~ by 15 
p~r cent th~ir r~tcs ~nd ch~rgos for stor~g~, for storpgG h~nd11ng, 

~nd for occossor1~1 sorviccs.1 

Public ho~ring of tho ~pp11c~t10n w~s hold b~forG 

Commissionor Rox H~rdy ~nd ~x~m1n~r Crrt~r R. Bishop ~t Srn Fr~nc1sco 

on Novwmb~r 17, 1955, ~nd on J~nu~ry 10, F0bru~ry 23, tpril 20, 

M~y 16, 17, 18 ~nd 21, 1956. Rv1d~ncu wrs ~dduc~d on bQh~lf of 

~,pp11cl!mts by ~ certified pub11c C\ccount~nt, a consulting engineer, 

the terlff publishing ~gent of app11c~nts, ~nd by 26 1ndividu~ls 

who ere applic9nts or Are responsible officers of ~pplic"nt 

corpor~tions. Independent studies of ~pplic~nts' oper~t1ons were 

~~de by the Commission's st~fr. Bv1dence reg~rding these studies 

Has offered by a. staff acoountant) a senior transportation 

engineer, ond nn ossoci~te tr~nsport~tion r~te expert. 

Applicrnts' w~rehouse r~t~s were lost ~djust~d in 1952. 

Undor Deeision No. 47;96 ot August 19 of thpt yd~r in App11c~t1on 

No. 33544 (52 C.P.u.c. 9) stor~gd r~tes w~r~ 1ncre~s~d '.0 p0r cent 

and Dccessorial ch~rg~s W0r~ rni$~d by v~r10us ~mounts, raflocting 

rn cstimotad ov~r-~ll incr~ts~ in rdVUnu~s of 10 pGr cent. In th~t 

proc~~d1ng no 1ncro~s~s w~rv sought in w~rvhouso h~nd11ng ch~rg~s. 

~h~ rocord hore disclos~z thrt ~lmost ~ll of tho ~pp11cpnts 

h~rd1n ~rc ~ng~ged in other busin~ss ~ct1viti~s in ~dd1tion to 

their utility wcrvhous~ op~ret1ons, nnd ~ m~jcr1ty of th~m conduct 

10co1 dr~yng~ oPGr~t1cns in S~n Frrnc1sco or in !~st B~y c1ti~s. 

Other ~ctiv1t1~s rapros~ntGd 1nclud~ h1ghwry c~rri~r opvr~t1ons, 

pool err ~nd othvr c~rlo~ding ~nd c~r unlo~ding s~rvic~s, fum1goting, 

1 In th~ courSv of tho ho~rings in this proc~~ding, Milton J. Dnly 
w~s subst1tut~d for Fronk Nolrn Dr~y~g~ Comp~ny ~s rn ~pp11crnt. 
Th~ r~cord shows that thv wrrvhous~ cort1fie~td of thu l~ttor 
~nt1ty was rGc~ntly ~cquir0d by D~ly. 
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rigging, ~nd nonuti11ty stornge. Tw~ of tho Dpplic~nts rend~r tho 

vnrious s~rvicos of port tormin~l compnn1~s. S~vvr~l of tho 

applic~nts opcr2t~ public utility wp.r~housc f~cilit1vs in c1t1~s 

outsido th6 S~n Fr~nciscc B~y oroa. BQcous~ of th~s~ v~r1ous othur 

activities nf epp11ccnts it is nocussory thnt the rGvenu~s ~nd 

cxp~nsl;ls gonvr~.tod in tho conduct r>f thoir utility wor~h('1uso 

o~cr~t1ons bo scsrdg~tod fr~m those ~ssign~blu to tho othor 

businosses in which th~y 0ns~g~. This involves, in m~ny inst~ncos, 

th~ problem of m~king prop~r ~lloc~tions, ~s bGtw~~n utility ~nd 

nonutility opurations, ~f jOint ~x~unsu it0ms. 

Th~ cortifiad public ncc~unt~nt introduc~d n series of 

exhibits in which w~ro s~t forth th~ r~sults of ~n on~lys1s of thu 

b~ok r~cords of 18 of tho 27 w~reh~uswmun involv~d hor~in,2 includ-

ing projoctions of ~st1m~tQd futur~ rovvnu~s ~nd oxp~ns~s und~r 

prdsent ~nd proposud r~t0s, t~geth~r with ostim~t~d opornt1ng ratios 

for G0ch ~f the w~r~hous~m~n studivd, ~nd ~st1m~t~d rpt~s of r~turn 

for thG group ns n whol~, pr~dic~t~d upon ~n ostimntud coobin~d r~to 

b~s~.3 Thu period s~10ctcd for the study w~s th~ fisc~l y~~r ~nding 

2 Tho w~r~hous~s not includ0d in tho study ~ro: Bockm~n ~xprezs 
nnd W~ruhous0 C~., B~kins W~r~h~using Corp~r~tion, Distributors 
IV0rehousu, J()hn McC~rthy & Son, Robt:lrtson Drt-'y~~~ en .. , U. C .. 
Bxpr~ss ~nd St~r~go Co., W~lton Dr~y~go & W~rohnusa Co., ChnrlQs 
F. K~n~ & Co., Fr~nk Nolnn Drt.J~~~ c~. V~rious f~ctcrs, tho 
~Cc('unt('\nt t\;lstifiod, d~ttJrClin\:ld thdir oxclus1on: (1) utility 
w~r~h~us~ ~pcr~t1ons compris~d only n sm~ll porti~n ~f ~pp11c~ntsf 
tctpl ~ctiviti~s; (2) rdcords Wclro nnt sufficiontly d~t~il~d to 
Gn~bl~ pr0por ~11oc~t1ons of ~xpons~s, (3) only gross rQVJnuo 
fisur~s ~vAil~bl~; (4) n~w oporrtor, or (5) no op~r~tions con
ducted during th~ poriod of th~ study. Acc~rding to th0 ~ccount
~nt, tho wnr.vhous~ rov~nUGS r~c~ivQd by th~s~ nino Op0r~tors 
durinb th~ p~r1od studiod c0mpr1s~d ~nly 5.72 p~r cwnt of tho 
totpl ~f such ruv~nuvs r~c~iv~d by rll 27 ~pp11ctnts. 

3 As a matter of general practice the Commission will expect all 
applicants in a joint proceeding to make their respective 
financial and other showings as nco033ary elements looking toward 
a rate adjustment. The Commission's consideration of the instant 
matter is not to be taken as a ?recedent, neither generally, nor 
specificn.lly to the type of utilities which are applicants here. 
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June 30, 1955. The operating results for that period for c~ch of 

the 1$ warehousemen utilized in the study, as developed by the 

accountant, are set forth in Table I below. 

TABLE I 

Results of Operations of 1$ '~larchousemen 
for 12-Month Period Ending June 30, 1925 

\~arehous eman 

Haslett-S.F .. 
Haslett-Oak. 
Gibraltar 
Howard 
San Francisco 
South End 
Clark 
Thompson 
Central 
Farnsworth 
Sea Wall 
State Term. 
De Puc 
Belshaw 
Walkup 
Dodd 
Merchants 
Encino.l 

Total 

Revenues 

Expenses 
Including 

Income Tax 

.'3$6 1440.71 
208,476 .. 77 
3$4,605.77 
465 ,~.68 .89 
726,392.20 
198,809.45 

62,372.71 
92,6$9 .. 53 

157,051.73 
86,400.62 
45,136.10 
4$,050.9$ 

142,961.83 
90,167.37 

370>214.2$ 
157,793.54 

85 ~103 .3.3 
120.434.JJ 

Net Operating 
After Taxes Ratio 

115.57 
112/117 
10J,..$1 
109.02 
l05 .. 39 

99,,40 
126.59 
l07 .. 58 

93.52 
109.,8 
106.46 
88.38 

103.25 
97u06 

104.4$ 
112.60 
100 .. 11 
104.66 

~~3, 608,286.$2 $3,828,570 .. 54 $ (.M..Q, 2e3 .. 72) 106.10 

___ ) - Indicates loss .. 

I~ developing the above data, the accountant testified, 

allocations of expenses as betwe~n wa~ehousc operations and other 

activities w~re made ~s set up in applicants' books. In instances 

where necessary allocations were not reflected by the eccounts ho 

consul ted with the operators involved and made the allocations in 

line \ .. i.th their views. Income taxes were calculated on the 

corporate basis. It will be. soon from Tabl~ 1 th a.t 1 according to 

the accountant's study, only 4 of tho 1$ warehousemen included 

therein realized a profit !rom their utility warehouse operations 
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during the period in question and thQt the group as a whole experi

enced a deficit of approximately ,~220,000) with a corrosponding 

operating ratio of l06.1 per cent. 

Estimated warehouse operating results under the proposed 

15 per cent increase~ as calcul~ted by the accountant l embraced a 

12-mconth pe:"iod Q1ld assumed the sarne vol tUl'l~ of busineoo o.s was 

eXperienced in the period covered by Table I. In developing his 

esti~tes tho ~ccountant adjusted the expensos to give effect to 

all wage and clerical salary increases negotio.ted during 1955. 

The estimated expenses do not include a wage increase of 5 cents 

per hour which the oper~tors had ~greed to pay on and after June 1, 

1956.4 For the group of 1$ w~rchousem0n the witness estimated 

tho.t under the sought rates annual rovenues would amount to . 
~p4)149,530, :tnd expenses, including income taxes at corporate 

rates, would total :jp3, 995 > 349, :-eflccting net operating revenue 

of ~154,18l ~nd an operatir~ ratio of 96.2$ p~r cent. In Table II 

below are compared the ope:r-ating ratios for each of the 'utilities 

studied> under the proposod rates as estimated by applicants' 

witness>5 and under present and proposed rates as calculat~d by 

the Commission's' engineer. 6 
.' 

4 According to the record, o.n addition.o.l '~~ge increaso, involving a 
heo.1th and pension plan ana .:tpproximating 10 con'es por hour, was 
to become effective on June 1, 1956 with certain unions. At the 
time of submission negotiations were in progress with other 
unions for the same increase. 

5 Applicants' o.ccountant did not develop an estimate of future 
operating results under present rates_ 

. 
6 Tho staff engineer utilized the same operators in his study as 'did 

applicants' Witness, with the following exceptions: , the en~ineer 
included Robertson Drayage Co. and excluded Encinal Termina~s; 
he combined the oparating rcsuJ.ts of Vlalkup Draya.ge o.nd 'Warehouse 
Company Dtld Belshaw \larehouse Company I since the operations of 
these two utilities, asscrtedly, have been unified. He omittod 
any estimD.te of future oporating results for the Oakland warehouse 
services of Haslett i:Jarehousc ComprulY becauso he understood that 
those opc~ations were expected to undergo considerable change 
subsequent to the time of his study. 
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T.Il.BLE II 

Comparison of Estimatod Opor~ting Ratios (In 
Per Cents) Under Present and Proposed F~rcs) 
After Income T~xos, for the R~te YAar. 

Under Onder 
Present Rntes ProEoscd Rat0s 

ApPlicants St~ff Applicants Stafr i'iarehouseman 

Haslett - San Francisco ):(112.7 10l.4 ):'98" 7 
Haslett - Oakland 99.0 
Gibrc.ltar ~'lOl.l 95.6 ~(91. 7 
Howard T c:-miMl 102.4- 97.$ 93,,$ 
S::tn Francisco * 9$.7 96.5 ';(92.5 
South End 106.4 91.$ 94.4 
J. A. C1m-k 111.7 114.3 98.1 
Thompson Bros. 97.1 96.6 SS.S 
Centr~l VJarehousG x( 89.0 88.1 ):cSl+ .4 
Farnsworth 107.9 101.4 95.8 
Se.'l U~11 110.7 95.5 97.1 
State Tcrmino.!. $9.5 $1 .. 9 S2.1 
De ?ue 101.2 95.0 91.1 
BelShaw (a) 90.$ (~ ) 
Walkup ) >:-. 94.$ 95.6 r.c89.5 
Dodd and North Point(b 110 .. 3 99 .. 5 96.8 
Merchant: ~~ress 91.0 92.9 )\CS, .4 
Encinal 94.$ -Robertson Drayag~ 

Tcrminal(O) 
102.4- 92.6 

San Francisco - Sto.te ),'t 98.1 ):'92.2 

~leighted Average 101.1 96.) 92.3 

(a) Operating ratios shown by the ztaff for ~~alkup include 
the Belsh~w oper~tions. 

(b) Dodd and North POint operating results were combined, 
in both applicants' and staff studies, since thoso 
utiliti~s arc cond~ted as 0. single oper~tion. 

(c) Staff witness showed combined results for San Fr~ncisco 
W~r0housc and State Terminal, as w~ll as individual 
ratios, because th~se utiliti~s ~r0 under common 
control. 

* Opo~ating ratios thus marked arc predicated on exp~ns0s 
which would obtain if all property utilized in the 
utility's w~r0house operations were owned by it. 

In developing his estimutc of oper~ting results under 

present and proposed rates the staff enginoer had selected 1956 as 

his rate year. L~bor expense for the first five months of the 

year he calculated on the basis of w~go ratos in ~ffcct during t~t 

period. Expenses for the remaining seven months included the 
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~for~cntioncd w~ge incrc~s0 of 5 conts per hour which, under the 

1955 wage agreement, w~s to become effective June 1, 1956. Income 

taxes, the engineer tostified, had boon calcul.ntcd on the corporate 

basis for those ~pplicants which are corporations and on ~n 

individual basis in the case of partnerships and proprictorships.7 

According to the record, actual revenues and exp~nses of 

each of the ~pplicc~ts stUdied, for the l2-month period ending 

September 30, 1956, ns well as balance sheet datu as of thnt date, 

had be~n t~on from thQir book records by the Commission's staff 

accountant, who then m~do such adjustmonts in the entries as 

~ppeared necessary to segr~gata the San Francisco and East Bay 

utility warehouse figures from those of applicants' other services.$ 

These adjusted dat~, together with estimates of revenues to bo 

received under the proposed rates which th~ rate expert had pre

pared, were utilized by t~c staff enginoer in his development of 

estimated operating results for tho projcct~d r~te year. 

Estimates of revenu~s which would bo received by each of 

the applicants included in the stafr study undor five ~ltcrn~t~ 

rate structures were prGpnr~d by tho r~to expert. ThGse ostimatos 

reflected different rnte increDscs for storcg~ and for services 

other th~ stor~gc> respectively. The suggested increasos rnnged 

from no increase to 10 per cent for storage, and from 20 pe~ cent 

to 30 per cent for services oth~ than stor~gc. The engineer 

7 The application shows that of the 19 applic~nts inclUded in tho 
studies of record 12 are corporations, five are ow.ed. by indivicluc.J. 
proprietors, ~d two ere copartnerships. 

$ Where allocations were shown in the book records, tho staff ~ccount
llnt testified, they were utilized in his study'. All other' neccss:l.ry 
allocations, he said, were made only after consultation with the 
operators involved and reflected the views of the latter. 
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developed estimctc5 of operating results under each of these 

~ltcrnnte proposals. Howover, the resulting op~rating r~tios for 

e~ch of the oper~tors studied varied only slightly from thoso 

which the engineer ~d caleul~tQd under the proposed incr¢~scs of 

15 per cent for ~ll sorvicos. 

The record discloses that the problem of estim~ting future 

operating results w~s complic~ted, both for ~pplic~nts' accountant 

and for the staff engineer, b~r the is-ct thc.t some of the .:\ppliccnts 

do r.ot own tho w::..rchousos in which t;1CY conduct their utili'cy' 

opo'rations, but laesa them, either frolll ::..ffiliat<:.ld compcnics or 

from totally independent ownors. In his c~lculltions of ~st~~ted 

chpcnses, applic~nts' witness, in all cc.ses where appliconts do 

not own the facilities, procoeded cs if the facilities wero owned 

by them, ond eliminated from the expGnso figures tho item of rent, 

sub~tituting thore!or depreciation, prop~rty taxes end other 

expensos thc.t would be inc~red in connection with ownorship of 

the f'llcili tics in question. The staff engineer made similar' adjust

monts in developing tho ~stimated expenses for only those ~pplicants 

which utilize f~cilitios ownod by ~ffiliated companies. 9 In 

To.ble II the oporating ratios shown in the "staff" columns in 

connection with c.ppliccnts for whom expenses wore conotructively 

c~lcu1ated on o.n "o'WTl.ed" ba.sis are so indicc.tod. 

The question of th~ development of rete bases for the 

purposo of me<lsuring rntcs of return undor present end proposed 

re.tes also presents difficulties) in view of the oJ'oromontionGd 

fo.ct that some of tho applic:nts do not own tho buildings or land 

9 The engineer also c<llcUlated operating r.:\tios, e.s well as rates 
of return, for such applicants on 0. "lensed" basis. 
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which they utilize in their warehouse opcr~tions.. The st~ff 

Gnginoer dev0loped r~te bases on £'.n Tlowned" basis for thoso ttppli-. 

cents which le~se thoir f~cilit1es from ttffiliotod compcnios, ~s 

..... 'e11 ~s for thoso which o.ctuc.l1y own their warehousos. For those 

c.pplicC'.nts which le.:1.sc their buildings .:1.nd l.:md from. independent 

p~rtics he simply c~lculat~d rate bases reflecting leasehold 
. 

improvcmEln to 1 equipment, ,':'.nd other property .:lct ually ownod by the 

utility. Applic~nts' witness developed ~ consolid~tQd ro.to bose 

for each of two groups into which he divided the worehouscmen 

1!tilized in his study.. The first~ group is comp:-isod of those 

applic~nts which either o~~ their faciliti0s ontirely, or l0~se 

them entirely from relct~d intcrosts.10 The ~ceond group W~5 m~de 

up of those opcrator~ whioh rent a portion or [\11 of their 

facilities from independent P~tios.ll Assortcdly, the rate base 

for Group I was predicated on original cost figures, loss oocrued 

depreCiation, for the real property involved. To conztruct a rate 

base for Group II, tho witness testified, he found the avcr~gc 

v~lu~ per square foot of the buildings, less dopreciction, and of 

the l~nd, ~s developed for th~ rete bnse of the Group ! operators~ 

~nd expanded this figure by the total number of squ~rc foet of 

dcdic~tcd warohouse spccc of the Group II ~pplicants.. The rnte 

bases of both groups included other clements customarily incorporated 

in utility warehouse rate bcsos. They ~lso included ~n ~llowcnco 

10 'l'he .f:i.rst groUl;) e.lso included onG warehouseman who leases his 
premis0s from ~n independent party, from whom the Witnoss w~s 
~ble to obtain f~ci1ity cost end prop~rty ~xpcnso figures. 

11 Group I ~nd II includ~ 11 ~nd 7 operators, respectively. Croup I 
ut~tios opor~tc 7$.4 per cent of tho spnce dedic~tecl by tho two 
groups. 
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for working c~pitcl equivclcnt to two months' revenue ~nticip~tGd 

under the proposed rctes. The stc.ff' b.:l.ses includod no such 

nllowo.ncc. 

The r.:l.tc bnses for Group3 I ~nd II ~d for th~ two groups 

combined, ,~s constructed by cpplic~ts' c.ccountant :.%'0: ~5,30l,958, 

$1,737,638> nnd :~7, 0:39,596, respccti voly. And the corresponding 

rutes of r~~urn under the proposed r~tes, ufter provision for 

income taxos, ere: 3.53 per cent, 6.25 per cent end 4.20 per cent, 

.respectively. Theoa figures, ~ccording to the.: c.ccount~nt do not 

~0flcct increasod expenses arising from the 1956 wage.: adjustmGnts. 

Applic~ts' wit,ness did. not co.lculato ruto b,lSCS individually for 

Gnch of the oporo.tors utilized in his study. Mor eo V\,;lr , c. vo.lid 

comp~ison cannot be made between tho consolidatwd rate base of 

applie~nts' study ~nd a summction ot tho individual r~tc b~SC3 

developed by thu stc.ff engincGr, since in m~ny cases the l~ttor 

were not predicated upon nc.ssumcd" o~Qrship ~<1h\;lr~ properties were 

leased by the utili tics. 

In his oxhibit the steff cngineo~ included analyses which 

he h~d made of the operations of two of tho applica.nts herein, 

Snn Francisco Yi.:'.rohousc Company end Gibr:t.ltar Ha.rchouscs: for tho 

ycnr onding Septomber 30, 1955 1 in which he scgrcgat~d rov~nues 

and expcns0s us betwoen storage ~nd services other th~ storagc~ 

end c~lcu1etcd tho oper~ting results sepnrntcly for ouch of those 

two clnssos of sorvice. Those w:.rohouses wor~ s,!;)loctod, the 

witness stctcd, boc~uso they wvr~ considered typicn1 end bccuus~ 

their records were sufficiently dotailed ~nd cccur~te for tho 

nnt:!.lysis. According to tho cngi nccr' s study, 'both operators, 

during the period stntod> ~onduct0d thoir storago op~r~tions ~t ~ 

-10-



A. 37352 ET e 

subs~ntial profit ~nd r~nderod the bcl~nce of their scrvices l such 

as handling in o.nd out, c.t a considcrc.b10 loss" 12 

In IJlcl~ing the :'orcgoing o.nc.lysos it wt.s nocessary for 

the sto.ff engineer to m~ke v~rious expense nlloc~tions. Theso 

~lloct.tions were ronde nfter reviewing the dctnil of the exp~nso 

items with tho ~ccountant of on~ of the opero.tors includod in th~ 

special study. The l~gest singlo expense item WOos for "OthGr 

Labor", which comprises most of the labor pcrfoxmed in t.he wurc:

house. This item the engineer a~signed in its entirety to "Oth~r 

Thun Sto:,ugc lT service:;. The ~pplicnnts involved in the ,:malysis 

wore not in nccord with some of the ~locc.tions ronde by tho engineer 

o.nd in rebutto.1 exhibits their own witnosses set forth thG allocc.

tions as they thought proper. In tho S~ Frnncisco exhibit 

l'Othcr Labor" Wo.s .lssigncd 20 per. cent to store-ge .lncl $0 per cent 

to the rost of the services. Tho Cibr~lto.r exhibit showed these 

~lloco.tions as 25 per cent and 75 per cent respectively. Vc.:t'ious 

other expense items in both exhibits o.lso differ~d f:,om the staff 

study with respect to the allocations. According to the Gibrnltar 

exhibit ~~ut opero.tor's storage services wore conducted ~t a slight 

loss while the services other tmn storcgc wore sho'Wn ns profite.blc. 

The Sn.n Fro.ncis co exhibit indic~t,ed both clo.sses of services ~s 

reflecting ope:'~ting r~tios of loss thnn 100 per cent. 

As previously indicated, testimony on bch~lf of ~pplico.nts 

W(lS o.lso udduccd by mnny witnesses who o.re o.pplicunts or o.rc 

responsib10 officers of npplico.nts in this proceeding. Their 

12 Operating ruties, beforG inc~s t~xesl experienced by San 
FrC'.ncisco were, uccording to the oxhibit, 66.9 per cent for 
storage, 116.4 per cent for other services, o.nd 95.6 per cent 
for th~ combined services. The corresponding opero.ting r~tios 
shown for Gibraltar were 75.9, 115.3 and 9S.2 per cent 
rospectively. 
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tostimony wcs corroborative ~nd was generally ~s follows: storers 

consistently seck the lowest ~vailcblo r~tes end usunlly shop 

",round to get the lowest rc.tcs; if the witness wore to 'c.h£l.rgc highlZlr 

r~tos th~n his competitors ho would not be able to secure any 

business or would got only the overflow. Vl.:ll."'chousomen loc.:ltcd in 

S~n Frnncisco , O~kland, Al~cd~ ~nd Bork01cy ~rc ell g~ncrclly 

competitive ~~th e~ch other; n uniform r~te level is impcr~tivc 

within this competitive are~. Tho warehouses which tho witnesses 

represent h~ve in the p~st tnken, ~d aro continuing to t~ko, St0ps 

to modernize their equipment ~nd their operating pr~ctices. This 

incl~d~s such mcttors ~s the use of fork lift trucks end the 

pc.lletization of commodities; tho usc of modern) single-story, in 

pl:\ce of inefficient 1 multi-story) ,.,~rehouscs; ~nd the insto.lletion 

of modern office eqUipment and procedures.13 

The foregoing testimony relative to th~ need for uniform 

rete levels within the Snn Fr~cisco B~ exec. w~s confirmed by two 

other witnes~es, tho publishing agent for the t~riff bure~u in 

which the w~rchouse r~tes ~nd ch~rges of cpplicants are sot forth, 

and ~ consulting engineer who has had large experience as an er.pert 

witness in warehouse rate matters bofo:re this Commission. EvidoncG 

to the effoct that thoro ~ro inst~nces of storage or handling rates 

applicable in the Sen Francisco Bay nrea which are lower at some 

warehouses ~han at others was adduced by staff counsel through 

oxhibits prepexcd by the Commission's rate ~xpert, and through 

cross-examination of some of the oper~tol.'" witnessas. It appears 

howov~r, that such ratc~ apply ~t Cities, such as San Jose and 

13 Thoso witn~sscs ~so testified in suostcnce th~t the figures 
which tho accountant had taken from their rocords for his study 
were cor.rect and tin t the expense allocations which he had m~de 
were reasonable ~nd in ,lccord with their own judgmont. 
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V~llejo, which ~pplic~nts do not consider to be within their com

petitive zone, or which apply subject to the fulfillment of certain 

requirements, such ~s ~n unusu~ly high minimum qu~ntity. In any 

event, the ~~cord indic~tes thAt such instances of lower r~tos arc 

decidedly in tho minority. 

The customers of the intorosted warohouse~cn were notif~d 
. 14-

of applicants' proposcl to sock increases in wnrchouse r~tos. 

Two furniture ll'l.~nuf~cturing concorn:i opposed the grc.nting of tho 

applic~tion in so far ~s their products were concerned. They 

indicated th~t if ths sought increases were authorized they would 

find it expedient to discontinue public util~ty storcge and to 

make consignments direct from their f~ctor:i.e s in the Los Angeles 

~roa to consignoes in tho San Fr~nc~co B~ arc.::. under r~il split 

delivery c.rrang~onts or to distributors for propriet~ry stor~ec 

and subsequent d.istribution. No reason was shown why furniture 

should be accorded different t~eatment then that given to other 

commodities. 

At th~ initi~l hecring counsel for the Commission took 

~trong oxcoption to the joinder of 27 ~pplic~nts in a single 

a~plic~tion r~thcr th~n each opor~tor filing c sopcr~t0 ~pplic~tion. 

en this nnd other grounds he moved for dismiss~l of the ~pplic~

tion.15 !n this connoction he argued that the nc~d for uniformity 

of warehouse rates is not ~ self-evident proposition. Counsel ~lso 

obj0ctod to the receipt of exhibits purporting to show op0r~ting 

14 In addition to notices of hccring issued by the Commission, 
approxim~toly 3,500 notices wero distributed by app11c~nts. 

15 Counsel 0.150 bo.sou his motion on tho toch:~iec.1 point th.:l.t the 
applic~tion w~s signed by none of the ~pplicants, but solely 
by an individual deSignated cs their attorney in fact. 
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results for only 1$ ~~plie~nto cs justification for the sought 

relief for a total of 27 cpplicants. In reply to these argumonts, 

counsel for applic:\nts tl.sscrted th~t the filing of separate tl.ppli ... 

cations would pl~ce an unbearable expense burden on applic~nts, ~nd 

pointed out that in provious incroC'.sc proceedings this Commission 

had repeatedly authorized rate increases uniformly to groups of 

warehousemen parti~s to a single application. He argued for the 

necessity of uniformity of ratos as ~one ~11 the ~pplic~nts heroin, 

adding that he Was authorized by the operators to state that if 

the Commission should ~uthorizQ different increases for difforent 

cpp1ic~nts all the oper~tors involved would find it ncccssar; by 

torce o! compo'Ci tion to advc..nc e their rates by no more:: than the 
.~ 

smallest incrc~so thus nuthorizccl. 

Conclusions 

Disposition first must be ~de of the question as to 

Whether applicants herein are properly joined together in the single 

o.pplico.tion herein. Ttlc h::wc reviewed the decisions cited by counsel 

for applicants ~d have given due considGr~tion to tho cxplic~tion 

of those decisions given by him as w~ll as by staff counsel. We 

conclude that the ~pplication ~s filed .is prop~r, und tho 

afor~ontioncd motion for dismissal of the application is hereby 

denied. Att0ntion is, however> invited to Noto 3, supra .• 

-14-



The question of uniformity is next presented. Aside 

from the interprct~tions placed by staff counsel and by appli

cants' counsel, rospectively, on the decisions cited by the 

latter, the evidence ~dduced on behal! of applicants r~lativc 

to the .lsscrted necessity of a generally uniform level of ware

house rates is convincing that ~ny increases which may be 

authorized as a result of this proceeding should bo made equally 

available to 0.11 the oper~tors. 

A comparison of' the two columns of operating ratios 

under proposed r~tes, in T~ble II, supr~, shows th~t those 

estimated by the steff are in most inst~nces more favorcble 

than those calculated by applicant's accountant. In both 

columns are found a few ratios between 80 and 90 per cent and 

in the app1icants T column two ~e slightly over, ::n:i one is 

considerably over, 100 per cent. The weighted avcr~e ratios 

for applicants' and tho staff's groups of operators are 96.3 

and 92.3 per cent, respectively. The differences in the two 

sets of operating ratios arc the result of various factors 

which need not be detailed here. The record discloses that the 

estimat0s of neither applicants nor staff give full effect on an 

annual basis to the wage increases which became efre cti ve on June 11 1956. 
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~.:hile the oVid0nc~ docs not disclose the total annual increase in 

lcbor expense for '~he operators, individually or as a grouP1 which 

will result by re~son of the wage (;!djustmcnt , it .::.ppears from the 

record th~t the effect Hill be;;: to ra.ise the vnrious operating ratios 

in T~ble II by two or more percenta.ge points. 

As hereinbefore mentioned1 ~vidcnce w~s introduced at· the 

hearings relative to operating results experienced by appliccnts 

in the rendition of storage sorvices as contrasted with those 
16 which obtain in connection h"ith services other than storage. After 

careful consider~tion of the matter it is our conclusion that the 

evidence of record docs not justify a finding th~t u different 

increase should be authorized for storage r~tes then for rates 

applicable to services other than stor~ge. Staff counsel suggested 

that any relief which the Commission might authorize be made subject 

to an expiration date, prior to which applicants would be Given an 

opportunity to mClkc a full study to deten'Jlil1(; the relative costs 

of those two groups of warehouse services. It docs not appear 

th~t such a condition should be attcched to the inct'co.ses ''>'hich 

will be authorized in the order which follows. Howevor, should 

occasion later ari~c for a review of their warehouse rate structures) 

applicants will be expected to mo.ke Co full presentation on this 

subject. 

16 Accoraing to the recora, storage charges of San Francisco ~nd 
East Bay warehousemen hcve incre~sed 32 per cent durinb the past 
21 years, While during the same period handling ch.lrges he. ve 
increased 64~ per cent. 
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Upon careful consider~tion of all the f~cts and circum-

st~nccs of rocord the Commission concludes ~nd find~ ~s ~ £~et 

that the incre~ses proposed by applicants in this proceeding are 

justified. Tho .:-.pplicc-tion will oe grc.ntod. Applicnnt:3 m.vo 

requested tm t they be o.uthori~ed to esto.blish the sought increases 

on one d~Y~ notice to tho Comm1ss1on and to the public. Such short 

notice docs not o.ppeo.r justif1 cd. Instoo.d they \1/111 be .:tutnoriz.cd 

to establish tho increo.scd r.:ttoz and charges on not less than five 

d~ys' notice. In o.uthorizing the above-described increo.sos we 

do not mo:ke o.~ finding of fo.ct o.s to the reD.son.'lblencss of r:.n:y 

p~rticu1~r rete or ch~ree. 

o R D E R ------
Based on th~ cvidoncc of record ~d on the conclusions 

and £indines set forth in tho preceding o~inion, 

IT IS HEP~BY ORDERED tho.t applicants be and thoy arc 

hereby authorized to establish> on not less than fivo day~f notice 

to the Commission nnd the public> the incrco.scd rates and charges 

propos cd in th0 applic ~tion, "-$ emended 1 filed in this procceding. 

IT IS HEREBY FUl\THER 0l1DER2D t.'-l~ tho .:\uthority hcx'cin 

granted is subj cct to th~~ exprcs s condi'tion thett applicc.nts will 

never urge before this Commission in ~ny proceoding undar Section 734 

of the Public Utilities Code, or in any other proceeding: that the 

opinion and order herein constitute ~ finding o.rfcct of the 

reasonublcness of any particulD.r rotc or charge, end that the 

filing of rCl.tcs end ·charges pursUD.nt to the D.'.lthority herein granted 

will bo construed as consent to this condition. 
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IT IS HEREBY FURTHER ORDERED th~t the authority h~r~in 

gr~ntcd shell expire unless exercised within ninety days nfter the 

effectivG date of this order. _. 
This order shall bocome effective twenty dcys after the 

date hereof. 

Dated c. t ___ &n _____ Frn.n_c_is_c_o ___ > Ce.lif'ornia> thi s~ day 

of ~ ,1956. G,.c~A \., J ) 
n ~ident 

(jUK'::&A4 J ~Ld.-{-u-/ 
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