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BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STAtE OF CALIFORNIA 
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ing Corp., 'Bradco Warehouse Co., ) 
California Warehouse Co., Central ) 
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INTERIM OPINION 

Applicants are engaged in the operation of warehouse facil

ities for the storage and handling of general commodities within Los 

Angeles and at other Southern California points. Rates and charges 

applicable to their services as public utility warehousemen are set 

forth in C~ifornia Warehouse Tariff Bureau Warehouse Tariffs Nos. 28, 

and 29, Cal. P.U .. C. Nos. 165 and 166" respectively, of Jack L. 

Dawson, Agent. Applicants seek authority by this application to 

increase by 15 per cent all ra~es and charges set forth in the above

mentioned tariffs, except those provided for s~orage. 

Initial public hearings of the application were held before 

Examiner Carter R. Bishop at Los Angeles on January 19 and 20, 1959 • 
. 

At the conclusion of these sessions the matter was adjourned to 

March 17, 1959, to give the Commission staff opportunity to review 

the working papers of applicants t accountant witness and to make 

such additional studies as it deemed desirable. At the initial hear

ings, counsel for applicants made a motion requesting that, pending 

a final determination of the issues, applicants be authorized to 

establish, on an interim basis anel as a surchsrge;J the rate increases 

herein sought. l Said increases would, of eourse, be subject to such 

modification as the Commission might find justified after considera

tion of the completed record. The motion was necessitated, counsel 

stated, by the financial emergency in whieh applicants now find 

themselves as a result of greatly increased costs of operation. He 

then adduced evidenee purporting to establish the fact of an emergency 

and the need for prompt rate relief. 

1 the record sho~s tfu'.i1: t'6rce of the applies.nes, t:.$l.tD.Cty, Bradco 
Warehouse Co .. , Despe.r Terminal Company and Fields Freight, Ine .. , 
no longer engage in p~blic utility warehousing. Counsel for 
applicants excluded these companies from the motion for interim 
relief. 
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The rates here in issue were last adjusted effective 

August 1, 1957,11 pursuant to Decision No. 55198 in ApplicatiOn 

No. 37663, at which time a general revision of the rate strUcture 

was accomplished, reflecting an estimated over-all increase in 

revenues of approximately 10 per cent. Since that time, the instant 

application states, a series of wage and sa13ry increases, including 

increases in so-called fringe benefits, has been experienced by 

applicants. As a result of these increased labor costs, the appli

cation alleges, the rates and charges presently in effect are not 

adeq,uate to produce revenues sufficient to meet operating expenses 

and leave a reasonable profit. 

Applicants believe that the alleged deficiency of revenue 

is attributable almost entirely to the rates and charges provided 

for handling and incidental services, which entail the usc of labor ' 

and of clerical help. Applicants, therefore, have excluded from 

their proposals any increase in storage rates, since labor expense 

is involved in connection therewith only to a minor degree. 

An accountant employed by applicants testified regardin~ 

revenue a.nd expense studies which he had. made of the utility opera

tions of 24 of the applicants herein. Evidence regarding similar 

studies of two more applicants, namely) Bekins 'WarehoUs~ng Corp. and 

Lyon Van & Storage Co.~ was offered by officials of those companies. 2 

2 lEe record contains no estimate of resul~s of opera~ions under 
either present rates or proposed rates for six applicants.. These 
include, in addition to the three previously mentioned which no 
longer o::>erate as utility warehousemen, Los Angeles Cold Storage 
Company, Republic Va:n & Storage Co .. ) Inc., and Slocum Van & Storage 
Co. The first of these, the record indicates, did not become a 
party to Tariff No. 28 until September 5, 1958, which was subse
quent to the period covered by the accountant's studies. Republic 
had so little utility warehousing revenue ($200) as contrasted with 
its nonutility revenues (about $3,000,000) during the period 
selected, that it was deemed impracticable to make a financial 
study of that company's utility operations. Slocum received no 
revenues from utility warehousing during the ll-month period util~ 
ized in the studies; however, it has the necessary facilities and 
holds itself out to render utility warehousing services~ 
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In Table I ~ below ~ are snmmarized the operating rcs1l1 ts of each of 

the 26 a:n:-.11cants in question" as <!eveloped by the aforesaid 

witnesses, ending with June 30, 1958. As indicated -in the table, 

the data for most of t'l:le warehousemen shown cover an ll-month period. 

A few are for shorter lengths of time. 

'IAB'LE I 

Results of erati01'ls June 30 1958 

Net Before 
Warehouseman Revenues E:s2enses Taxes 

American $- 45,433' $ 34~991(x) $ lO~442(x) 
Be.kins 196',777 193,073 3,704 
California 268.,375 259,,259 9,116 
Central 65,659 79,,280 (13,621) 
Chaffee 74,562 64.,189 10,373 
Charles 8-,053" 10,064" ~2,011~X 
Citizens 42,890 48.-,540 5,650 
Clark 41,627 45-,748 (4,121) 
Davies. 196,010 183,301 12,709 
~eight 51,442 50,788 654 
Hargra:ve 4,476x 4,682zX (206-rl:X 

Jennings-Nib1ey 97,409 90,743 6,666 
L. A. Transport 154,141 151,044 3,097 
Lyon 9,607 10,245, (638) 
Metropolitan 527,722 520,,132 7,590 
Overland 475,663 445,,563 30,100 
Pacific Coast 450,223- 420,105 30,118 
Pacific Commercial 150,730 165,0851; (14,355# 
Redway 41,233 33,977 7,256 
Signal 327,482 364,335 (36,.853) 
Sear 400,730 399,556 1,174 
Torrance 12,402 13,106, (704) 
Union 738,000* 775,151* (37,151)* 
Vernon 5,714 5,742 (28) 
West Coast 48,242 47,221 1,021 
Westland 160,260 173,492 (13,232) 

(Indicates Loss) 

x Operating results for 6-month period ending June 30, 1958. 
# No provision in expenses for salaries of owner and his wife. 
* Operating results for ~-month period ending June 30, 1958. 

(x) No provision in expenses for salary of owner. 
z No prOVision in expenses for salaries of offic.ers. 
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The principal accountant Witness explained that orginally 

he had been directed to make a study of the results of operation 

under the increased warehouse rates established pursuant to Decision 

No. 55198, supra, for the 5-month period from the effective date of 

those rates to the end of 1957. Subsequently he was instructed to 

make an additional seudy for the first six months of 1958. The com

bined studies reflected a period of 11 months, which the witness 

considered to be representative. Operating results for Charles 

Warehouse Co., Inc., and for Hargra.ve Freight Terminal cover oo.ly 

the first six months of 1958, while those developed for Vernon 

Distributing and Warehousing Co. embrace only ~ months, beginning 

with April 15, 1958. 'the record shows that fig-..lres for Charles t 

operations for the last five months of 1957 were not available due 

to reasons of health. Hargrave became a party to Tariff No. 28 

effective March 25, 1958, prior to which time it was a private or 

contract warehouse, assessing charges· practically the same as those 

in said tariff. The witness considered the 6-month period utilized 

as representative of that applicant's operations. The reason for 

the short period embraced by the Vernon study is that Vernon did not 

become 3. party to Tariff No. 28 until April 15, 1958. 

Exhibits of record disclose that nearly all of the appli

cants engage in other business activities in addition to public 

utility warehousing. These include such activities as household 

goods storage and for-hire trucking. With respect to 17 of the 

warehousemen included in Table I, their utility warehouse r~lenues 

comprise at least a substantial portion, if not all, of the revenues 

they receive. !be utility revenues of the remaining nine operators 

constitute only a small part of their total revenues. Moreover, 

90 per cent of the total warehouse utility revenues involved herein, 

-5-



A-40688 nb 

for the 6-month period ending June 30, 1958~ were earned by 16 of the 

32 applieant warehousemen. 

In developing the operating results of applicants' utility 

warehousing, as shOwn in Table I, it was necessary for the witnesses 

to segregate the utility revenues and expenses from those accruing 

or incurred in the nonuti~ity activities. In many instances these 

processes entailed allocatins as between the two classes of expenses. 

According to the record~ the methods employed in making these allo

cations were the same as those utilized in the studies whieh were 

developed in connection with Application No. 37663, supra. 

It will be seen from Table I that warehouse utility oper

ations during the test periods selected resulted in deficits for 

12 of the 26,operators. 

Applicants f wienesses also introduced estimates of future 

operating results under a continuation of present rates and under 

the proposed increased rates. These estimates were developed by 

adjusting the expenses, as shown in Table I, to give appropriate 

effect to the increases in operating costs, for the full periods 

iuvolved~ and~ in the estimate under proposed races, by adJusting 

the revenues in Table Ito give effect to the proposed rate increases. 

In thus developing their est~tes of future operating results the 

witnesses assumed that the respective applicants would continue to 

enjoy the same volume and character of warehouse business that they 

did during the periods covered by Table I. 

In Table II below, are shown the operating ratios, after 

income taxes, as estimated by the witnesses under both present and 

proposed rates_ These ratios are also compared with those which 

would result by applying a 10 per cent increase (instead of 15 per 

cent) to all tariff rates and charges except those provided for 

storage. In developing this last set of operating, ratiOS, the same 
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adjusted expense figures have been used as were employed by the 

witnesses in arriving at their esetmates under present and proposed 

rates. 

Warehouseman 

'tABLE II 

Under 
Present 
Rates 

.American 85.3·(x) 
Bekins 99.4 
California 103.1 
Central 123.9 
Chaffee 92.6 
Charles l25.8x 
Citizens 117.3 
Clark 112.9 
Davies 99.2 
Freight: 102.2 
Hargrave 10S.5zX 
Jennings-Nibley 97.7 
L. A. Transport 105.9 
Lyon . 106.6 
Metropolitan 102.7 
Overland 99.2 
Pacific Coast 98.7 
Pacific Commercial 116.6·J). 

Redway 89. 7v 

Signal 115.3 
Star 106.7 
Torrance 106.6 
Union 111.4* 
Vernon 103.2 
West Coase 99.7 
Westland 113.5 

Under 
Proposed 
Rates 

Sl.2(x) 
95.6 
96.3 

113.9 
88.5 

120.7x 
108.1 
106.2 
93.4 
96.6 

102.7zX 
93.6 
97.2 

100.6 
96.3 
95.3 
94.5 

107.6", 
85.1 

108.4 
97.8 

103.1 
103.2* 
97.7 
97.0 

10S.3 

Under a 
101. 

Increase 

83.2(x) 
97.1 
9S.2 

117.0 
90.2 

122.3x 
111.0 
108.3 

95.7. 
98.2 

l04.SZx 
95.1 
99.4 

102.8· 
97.9 . 
96.3 
95.7 

110.5~, 
87.1 

110.6 
99.9 

104.2 
105.8 
99.2* 
97.9 

107.9 

x Reflects 6-month test period. 
* Reflects ~-month test period. 

():) No provision in expenses for salary of owner. 
z No provision in expen~es for salaries of officers. 
# No provision in expenses for salaries of owner and his ~~£e. 

As indicated in both Tables I and. II, the operating results, 

actual and. projected, for American Warehouse, for Hargrave Freight 

Terminal and for Redway Transfer Company, are less favorable than 

would appear from the figures shown. This stems from the fact that 
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no proVisioXl is made:t as items of expense, i:o the book records of 

1:hese applicants for salaries of owners or of officers. 

As has been pointed ou~ in prior decisioDs~ many of the 

warehousemen in the Los Angeles area do not own the facilities ill 

which they conduct their operations ~ but lease said faci 11 ties from 

other parties. Because of this circ'I.'lmstance, the aecoulltarlt witness 

was able ~o develop complete rate base es~imates for only four of 
3 

the applicants. Rates of ret:urrl on these rate base estimates:t which 

would result under the accountant's estimate of operating results 

u:nder both present 8lld proposed rates, are set forth in Table III, 

below. In arriving at the estimated rates of return~ the witness 

exp~ded his forecast of net profit after income taxes to cover a 

12-moDth period. The rate base figures in the ~able purport to relate 

only to those portions of the facilities of the operaeors shown ~ch 

are devoted to utiliey warehousillg. They include allow~ces for work

ing capital:t the latter comprisi:og 3mounts raDgi:og from approximately 

10 percent to 22 perceDt of the rate base esti~es. 

Warehouseman 

Chaffee 
Davies 
OVerlatld 
L.. A. Transport 

TABLE III 

Est~ted Rate Bases and Rates of 
I&;t:urn for the r...at:e Yettr Under 
~escnt ana ~O?osed~tes 

Rate Base 

$202,914 
245:t206 
397,116 
186,206 

Rate of RctUX'D 
Onder 

Present 
Rates 

3.0 
0.7 
1.1 
0.0 

(Percents) 
UDder 

Proposed 
Rates 

4.9' 
5.8 
6.6 
2.8 . 

~ 1:0 ODC exhibit the accountant also aeveloped constructive rate 
base esttmates for seve~ of the leasing applicants, predicated 
on the assumption that the latter owned the real properties 
wbieh they ueilized in their warehouse operations. 
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Testimony specifically in support of the motion for interim

relief was adduced through the aeeoUDtant who made the major revenue 

and expeDse studies, the publishing agent of the califoX'I'Jia Warehouse 
4 

Tariff Bureau and by responsible officers of three of the larger 

applicants. these latter eoncerDS were considered by their co~sel 
5 

to be representative of the industry. 

the accountant stated that, in his opitl:i.on, the operatiXlg 

results of applicants for the selected periods ending J\1Xle 30, 1958· 

did Dot reflect current cO'Cditio'Cs; that although he had '.Dot made a 

specific study of applicaI.lts' books for the period subsequent to the 

above-mentioned date, such review of their records a.s he had made 

showed a worsening financial condition. The warehouses, he said, 

which showed a loss for the ll-mo:oth period used in his studies, are 

today operatiDg at a loss. 

According to the tariff publishi:og agent, applicants are 

ucifor.mly in the worst financial condition currently that he has 

ever observed them to experience during his 12 years' association 

with them as tariff publishitlg agent a:nd assoeiatiotl secretary-ma:Dager~ 

The :lpplicat10n herein, he asserted, is iD the nature of an emergency 

proposa~ aDd the relief now sought will Dot solve all the ci1fficulties 

of ehe industry. Applicants, he added, plan to make .a. further study 

of the rate struceu:re 'W'ith a view to filing a subsequent applicatio'D 

i:o which "long-range" rate adjustments wi 11 be proposed. 

4 This Witness is also secretary-maDager of several warenousing 
associations, 1Dcluding the Co.l1forDia Warehousemen r s Association .. 

5 Over1=d terminal Warehouse CompDllY OwtlS the facilities i'O which 
it operates; Pacif:i.c Coast Teminal Warehouse Comp.my leases its 
facilities from a noD-affiliate, engages in very little non
utility business, and is located in aD industrial section differ
ent from that in which OverlaDd is based; Star Truck & Warehouse 
~y leases its facilities from an affiliate and engages in a 
substantial truckiDg business in addition to its warehousing 
.acti vi tics. 
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The testimony of the warehousemen officials was generally 

eo the effect that their respective compacies are i~ serious financial 

condition, that they are presently operating in the red, that they w.i.ll 

COtltiDUe to do so if the sought rate increases are not authorized, 

that,for their companies an increase greater than 15 percent co~~d 

be justified, aIld that the existitlg emergency would Xlot pexmit detailed 

studies to determdlle how much each rate ~r charge should be increased. 

EaCh of these witnesses testified further that, due to competitive 

forces, substa:Dtial uciformity of warehouse rates in 'the Los A2Jgeles 

area is essential. 

All storers of applicants were notified, well in advance 

of the itli tial hear:iXlgS dates, of the proposed increases a:cd of the . . 

time axld place of hearing. Additionally, hearing notices were sent 

to other illdi vi duals atld organizations believed to be interested.. No 

one appeared at the itli tial hearings in opposi tiOD to tbe granting 
• " I 

of the application. 

The CommiSSion's staff assisted in the development of the 

record at said hearings. It reserved the right to examitle appliea%1ts r 

witnesses further and to introduce evidence at the adjou.rtJed hearing. 

Cotlclusions 

According to applicants' estimate of operating results, as 
..... I _, 

developed by their accountant wi tnesses and s'nnmariz~~ i~ Table II, 

supra, a cot)1:inuatiotl of present rates without a:rry iDcreases will 

have the followiDg results: Excludi1lg AmeriCaD 3lld Redw:ay, whose 

operatitlg ratios are not a true measure of their fiaaDc1al condi

tiOD,
6 

'the estimated operating ratios after income ~es 'Will raDge~ 
with ODe exception, from a low of 97.7 percent 1:0 a high of 125.8· 

percent. Seventee1l operators out of the total of 26 included in the 

study will, according to the table, operate at a loss under present 

rates. 

6 AS previousiy mentiouea, these u1:11ities make DO allowance in 
their expeDses for the services of owners or maDagiDgoffice7s. 
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UDder the proposed itlcrease of 15 percent OIl all rates aDd 

charges except those for storage, and again disregarding the three 

operators referred to above, Table II shows a range in operating 

ratios, after itlcome ta~es, from 93.4. percent to 120.7 percent. 

Eleven of the operators would cont1t1uc to conduct their utility ware

house operatioDs at a loss. 

The record discloses that the primary purpose of the instant, 

ap?lication is to offset by additional revenues the increases in labor 

costs which have beet! experienced since the 1957 rate increase. !he 

record shows further that, in the case of most applicaDts, the addi

tional revenues which would result UDder a 10 percent rate 'increase 

(in lieu of a 15 perceDt iDcrease as sought herein) would approXimate, 

or exceed, the estimated increased labor expenses. The operating 

ratios set forth in the last column of Tabia II are predicated on 

total operating revenues, including a 10 percent rate itlcreasc, and 

total operating expenses as estimated by applicants' witnesse~, of 

the respective u.tilit1es. Again excluding the three operators referred 

to above, t:he ratios range from 95.,1 percetlt to 122.3 percent. As in 

the case of the proposed 15 percent increase, 11 of the operators 

studied would, on the basis of these estimates, operate at a loss 

duritiS the test period. 

Considering only those 17 applicants a substantial part, or 

greater, of whose revenues are derived f:om the warehouse utility 

operations here in issue, the estimated operating ratios in Table II 

reflect, under each of the three rete structures, the s.amc range as 
7 

f&r a.ll of the applicatlts as a. group. The nt.'"':tbcr of t:!:.c ."foresa.1d 

tl This. contemplates age.in the exclusion of eo=ir.,latcd o~cr.::.titlg 
ratios for American ~d for Reeway as not being rcki~b1e. 
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primary operators which, Ullder the estimated ratios, would operate 

at a loss duriDg ehe test period is as follows:. (4) at pres(ene raees, 

9 applicants; (b) under a 10 perceDe iDcrease, 5 applicants; (e) UDder 

ehe proposed lS perceDt increase, S applicaDts. 

As hereiDbefore 1ndicaeed, 'the U1'JeIerlyiDg data OD which 

applicants' exhibits were based had not beeD revieMQd by the 

Commission's staff at ehe time of the initial hearings and it is 

expected ehat further examination of applicants' witnesses wi~l be 

had ae the adjourned heariDgs. Additionally, the staff may introduce 
8 

thereat 'the resules of 1ts independent inveseigatioll. IX) view of 

these facts, the proprieey of the estimaeed operatillg results as 

developed by said witnesses, includillg the methods and bases utilized, 

has not been fully established as the record now stands.. The record 

is persuasive, however, that applicants, excluding of course those no 

longer in busilless, are urgently in need of some interim rate relief 

peDding final determination of the issues on a complete record. In 

this CODllection it is noted thae in developing their estimates of 

increased labor expellse applicants' wit~esses did ~ot give effect 

Co an .addi tional wage increase which, u:D<ier currellt labor agreements ~ 

~ll go iDtO effect Oll May 1, 1959. Moreover> the record iDd1ca~es 

thae i~creases i~ operating costs other than labor expense have been 

experienced by applicaxlts. since the 1957 rate increase ~ although the 

precise effect of said cost increases is ~ot disclosed. 

Upon careful coosiderat1oD of all of the evidence thus tar 
\ 

adduced, we are of Ule opinion a.nd hereby filld thae, pendixag fur'tb.er 

order of the CODlmissioD, ,arl increase of 10 percent, published as a 

surch..a.rge, i:c all warehous.e. r.ates and charges proposed to be illcreased 

hereiD, except those publi-shed, for aecoune of Bradeo Warehouse Comp.:my, 

8 .. It: is. U1'ld.erstood. also that applic:anes plan eo complete 'their pre
-, sentatioD of evidexace .at· the adjourned hearings. 
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Desper Termina.l COtllpatly aIld Fields Freigh~, IDc., has been jUstified. 

In view of the'Deed for immediate relief the effective date of the 

authorizing order will be ten days, ~fter the date hereof and appli

cants will be permitted to establish the iDterim increases on not 

less thaD five days.' notiee to the Commissiotl aDd the public. III all 

other respects the motiOD for itlterim relief will be deDied. 

INTERIM ORDER 

Based 00 the evidence of record and on the findings and 

conclusions set forth in the preceding opinion, 

IT IS ORDERED that: 

1. Pending further order of the CommiSSion, applicants herein, 

except' Bradeo Warehouse Company, Desper Terminal Company and Fields 

Freight, Ine., be and they are hereby, authorized to inerease by 

teD perceDt, OD Dot less than five days' notice to the Commission 

and to the public) all rates and charges in California Warehouse 

Tariff Bureau Warehouse Tariffs Nos. 28 and 29, Cal. P.U.C. Nos. 165 

aDd'166, respectively, of Jack L. Dawson, Agent, ,except those apply

iDg to storage, said increased rates and eharges to be subjeet to 

such further revision as the Com.1ssion may find justified in a 

fiDal determination of the issues in this proceeding. 

2. Said increased rates axld charges may be published in the 

form of sureharge rules such as .are set forth itl ExlUb:t t No. 15 

filed in this proceeding, iDcluding the specific revision of Item 

No. 170 of said Tariff No. 29 as proposed in said Exhibit No. 15. 

3. !'he authority herein graDted is subject to the express 

condition that applicants will never urge before this Commission in 

an)~ proceeding UDder Section 734 of the Public Utilities Code, or in 

any other proceeding, that the opinion and order herein constitute 

a finding of fact of the reasonableness of aoy particular rate or 
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eh.arge 7 and that the filiIlg of rates aDd charges pursuant to the 

au.thonty herein granted will be cODstrued as .a consent to this con

dition. 

4. The authority granted herein shall expire unless exercised 

within ninety days after the effective date of this order. 

!his order shall become effect! ve tweoty days after the 

daJ:e hereof. 

Dated at S:Jll Fr.l:l~ m day of ~£Aff4'J 
-----

, California, ehis 

-'--~. 

COfiiiii1ss1oI)erst 


