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~8('':~:'2: Decision No. _..,. __ -_...,....,_ 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF l'HE SIATE OF CALIFORNIA 

In the Matte% of the Application of ) 
AMERICAN WAREHOUse, BEKINS WAREHOUSING ~ 
CORP .. , BRADCO WAREROU se CO., CALIFORNIA 
WAREHOUSE CO .. , CENTRAL TERMINAL WARE-
ROU SE CO .. , R. G. CHAFFEE COMPANY', CHARLES ) 
WAREHOUSE: CO., INC., CI'IIZENS WAREHOUSE, ) 
J .A. CI..AR1< DRAYING CO., LTD., DAVIES ) 
WAREHOUSE COMP RJiN., DESPER TERMINAL COM? ANY,) 
FIElDS FREIGH!, INC., FREIGR!' TRANSPORT ) 
COMPANY, HARGRAVE FREIGHT TE'RMINAL, ) 
JENNINGS-NIBLEY WAREHOUSE CO., LTD., 1..OS ) 
ANGELES COLD stORAGE COMPANY, tos ANGELES ) 
'I'RA.~SPORT & WAREHOU SE CO., LYON VAN & ) 
StORAGE CO. 'I METROPOLITAN WAREHOUSE CO., ) App1ica.tio'tl No. 40688 
OVERLA.ND TERMINAL WAREHOUSE CO., PACIFIC ) 
OOASI: TERMINAL WAREHOUSE CO. 'I PACIFIC ) 
COMMERCIAL WAREHOUSE, INC., F2.DWAY TRANS- ) 
FER CO. 'I REPUBLIC V ~ & StORAGE CO., INC .. , ) 
SIGNAL TRUCKING SER.VICE, LTD., SLOCUM ) 
VAN & SIORAGE CO .. , srAA TRUCK & WAREHOU SE ) 
CO., TORRANCE VAN & srORAGE COMPANY, ) 
t1UON TERMINAL WAREHOUSE, VERNON DIS- ) 
TR.IBUTING & WAREHOUSING COMPANY, WESI' ) 
COASt WAREHOUSE CORP.. and WEStLAND WARE- ) 
HOUSES, INC., for authority to increase ) 
their rates as warehousemen in tbe City ) 
of Los Angeles, and other Southern ) 
California points. ) 

Additional Appearanees 

Eoo R. Booth, lay Frederick, I. ~. Hamil~o~, James 
Matinas, Richard Loo §nith, and A. o. Walde? fOr 
various wareEOousemen, applicants. 

c. ~. Shaw, for Pacific Cold Storage Warehousemen's 
ASSOCiation, interested party. 

SUPPLEMENTAL OPINION 

Applicants engage in the public utility warehousing of 

general commodities in Los Angeles and viciniey. By DeciSion 

No. 57992, dated February 9, 1959, in this proc:eeding,they 'Were 

autho%ized, on an interim baSiS, to increase by 10 percent all rates 
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and charges, except those provided for storage, set forth in 

California Warehouse Tariff Bureau Warehouse Tariffs Nos .. 28 and 29, 

Cal. P.U.C. Nos .. 165 and 166; respectively, of Jack L. Dawson, 

Agent.11 The full amount of the increase sought herein is· 15 per

cent.. No increase is sought in warehouse storage rates. 

Adjourned hearing was held at Los Angeles on March 31 and 

April I, 1959. At the adjourned hearing two members of the 

Commission's staff testified concerning analyses which they had made 

of app1icant8~ book records and of operating results, both in the 

past and as projected into the future. The period studied'by the 

staff was the same as that selected by -spplicants; namely, the 

eleven-month period ending June 30, 1958. 

The first 8t.aff witness, a member of the Finance and 

Accounts Division, presented a study setting forth balance sheets 

and income statements, as recorded and as adjusted, for 12 of the 

applieants. The staff accountant's adjustments were made primarily 

to· accomplish the segregation and allocation of estimated or actual 

revenues and expenses as between warehouse utility, other utility 

and non~tility categories to the proper uniform warehouse aceounts 

where necessary, and to correet errors. 

The second staff study was presented by a senior transpor

tation engineer. It embraced the same 12 applicants that were 

17 The decision in ~estion was issued following pubiic bearing 
which was held in Los Angeles on January 19 and 20, 1959 before 
Examiner C~rter R. Bishop. 
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included in the accountant t s study.2/ The engineer I s exhibit showed 

estimated operating results under (1) the rates i~ effect prior to 

the inter~ adjustment, (2) the interim rntes, snd· (3) the proposed 

full 15 percent increase. For the purposes of his study the engineer 

divided the 12 applicants into two groups. The first group was com

prised of warehousemen who own their warehouse properties or lease 

the facilities from an affiliate. The second group consisted of 

three warehousemen who lease their utility warehouse facilities from 

non-affiliates. The reason for ~ng this segregation, the engineer 

testified, was that operating expenses of warehousemen who lease 

their properties at arm's length include, in the rental, proviSion 

for a return on the investment in the property dcdieatedto the 

services in question, while~ in the ease of ehe warehousemen who own 

their faeilities, either directly 0: through an affiliate, the 

expenses do not include any such provision.Y For this reason, the 

wi'tness pointed out, the operating reSUlts, actual or estitnaeed, of 

the first group were not properly comparable 'With those of the' 

second group. 

In Table I below are compared the operating ratios estimated 

by ~:he staff with those proj ected by applicants under the three rate 

structures, respectively, mentioned above. 

1/ l'I .. ccording to die record, the 12 warehOusemen whose operations were 
~tilized in the staff seudies constitute a representative cross
section of the warehousing industry in the Los Angeles area. Their 
revenues and average warehouse spaee, for the first mouths of 1958, 
amounted to 82 percent and 8S percent, respectively, of the total 
revenues, and warehouse space of all 32 applicants for the same 
period. .'. 

1/ In developing estimated operating results for wnrehous~en who 
lease their facilities from an affiliate, the s~aff engineer 
adjusted. the operating expenses by eliminating rent expense and 
substituting therefor the property expenses of the affiliate, such 
as taxes, insurance, depreciation and, in some eases, maintenance. 
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TABLE I 

Comparison of Est~ted Operating 
Ratios (in Percents), After Income 

Taxes, Under (1) Old Rates, 
(2) Proposed Rates and (3) Intertm Rates 

(For the Projected ll-Month Period) 

Under - Under Under 
Old Proposed Interim 

'Warehouseman Rates Rates Rates 

Grou:e I 

Chaffee A 92.6 88.5- 90.2 
" S 97.8 93 .. 8 95.0 

Davies A 99.2 93.4 95 .. 7 .. S 94.5- 90.7- 91.7 Jennfngs-Nibley A 97 .. 7 93.6 95.1 
2f "s 95.3 92.0 93.1 L. A. Transport A 105.9 97.;2 99.4 

.... It S 100.1 92.9 94.8 
Metr0p,olitan A 102-.7 96.3 97.9-

S 93.4 90.3 91.3, 
Overland A 99.2 95.3 96.3 

" S 99 .. 3 95.9 96.7 Star A 106.7 97.S 99.9 
" s 50.9 90.2 90.4 Union A 111 .. 4 103.2 105.8 11 S 115.4 106.9 109.6· Westland A 113 .. 5 105.3 107.9 n S 101.2 94.4 96 .. 6 

Group II 

California A 103.1 96.3 98.2 
" S 100.5 95 .. 0 96.7 Pacific Coast A 98.7 94.5 95.7' 

" " S 97.5 93.5 94.5-Signal A 115.3 108 .. 4 110.6 It S 109.0 99 .. 8 102.7 

Group I - Warehousemen who own their facilities 
or lease same from an affiliate. 

Group II - Warehousemen who lease their faCilities 
from a non-affiliate. 

A - Applicants' estimate. 

S - Staff1s estimate. 
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AS was done in applicants' Study, the staff engineer 

developed his estimates of operating results for the 'future by ad

justing the recorded revenues and expenses, as modified by the staff 

accountant, for the selected ll-month period, to give effect to the 

antieipated increase in revenues (under the intertm and sought rate 

structures,respect1vely) and to the increases in operating costs 

which have been experienced since the beginning of said ll-month 

period. 

The engineer also made adjustments in the allocations, as 

reflected by the modified book records of the applicants studied, 

of expenses and. revenues~ respectively ~ as between (1) warehouse 

utility operations, (2) other utility operat1ons~ ,and'(S) non-utility 

services. These adjustments, he stated~ were generally in conformity 

with those which the staff bad made in studies of these same ware

houses in prior rate increase proceedings. He set forth in some 

detail the reasons for the various allocation adjustments which he 

had made. 

It will be noted that, with respect to 5Ome',of the ware

housemen included in Table I~ there are substantial differences 

between the operating ratios estimated by applicants I witness and 

those eseimated by the staff engineer. The record discloses that the 

principal reason for these differences is found in the treatment in 

the respective studies accorded the revenues derived from the suo
rental of office or warehouse storage space and th~ expenses 

incurred by applicants in connection therewith. The office or 

storage spaee may be rented to storers~ or it may be rented to out

side parties. In the case of storage space, the area in question 

may be shut off entirely from the rest of the prem1ses'and kept \l1lder 

loek and key, access thereto being denied the warehouseman sed its 
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employees. In other siolations the rented storage space may be in 6n 

open area through which the utility's employees T.fJ8.y pass in the per

formance of their duties; they may even assist in the handling of 

property belonging to the lessor. Charges for the space used may be 

assessed under space rates named in zhe tariffs involved herein, or 

on some other basis of charges. 

Applicants, in their study, cl~ssified the office and 

space rental revenue and expenses as non-utility. '!he staff 

engineer> in most instances> trans·ferrcd these revenues to warebouse 

utility as being a part of those operations, and accordingly trans

ferred ehe rental expenses to warehouse utility also. He expressed . 
the opinion that where the subrental space was kept under separate 

lock and key, with access thereto withheld from the warehouseman> the 

:cntal revenue and accompan~.ng expenses were properly classifiable 

as non-utility. In such instances, with one exception> the engineer 

made no re-allocation. In the case of Star lruck and Warehouse 

Company, however> he found that the expenses relating to aubrentals 

of office and storage space were so cOmmingled with other company 

operating expenses that no segregation thereof waS practicable. 

Because of this circumstence he re-allocated the revenues ~ceruing 

from subrentals to the warehouse utility category. The evidence of 

record is lacking in sufficient detail for uS to determine whether, 

in each instance, revenues derived from subrent.als of office or 

warehouse storage space> and the expenses associated therewith, are 

specifically from utility or non-utility services; however, from a 

rate-making standpoint we are convinced tba.t such revenues and 

expenses are properly includable in determining the over-~ll results 

of operation except for those cases where 8~ entire building or a 

large portion of a building is leased for the exclusive uSe and 

control of the lessee. 
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As hereinbefore stated~ the staff study was 'restricted to 

12 of the applicants. For convenient reference, estimated operating 

ratios for eacb of the remaining warehousemen for whom studies were 

made by applicants' accountant witness are set forth in Table II, 

below. The esttm4tes are carried forward from Decision No. 57992, 

supra.. They show the results as estimated by the accountant, after 

provision for income taxes, under each of the three rate structures 

involved herein. 

TABLE II 

Comparison of Operating Ratios~ After 
Income Taxes, As Estimated by Applicant's 

Accountant, for Those Applicants not 
Included in the Staff Study 

(For the Proj ected Il-Month Period) 
(In ~ e%cents) 

Under Under Under 
Old Proposed Interim 

~1"~ehOUSem3n Ra.tes Rates Rates 

Ameriean 8S.3(x) 81.2(x) 83.i(x) 
Bekius 99.4 95.6 97.1 
Central 123.9 113.9 117.0 
Charles 125.8x 120.7x l22.3x 
Citizens 117 .. 3 108.1 111.0 
Clark 112.9 106.2 108.3 
Freight 102.2 96.6 98.2 
Hargrave lO8.Szx lO2 .. 7zx 104.SzX 
Lyon 106.6 100.6 102.8 
Paeifie Commercial 1l6.6{F 107.6

4ft 110.Stft Redway 89.7 85 .. 1 8-7 .. 1 
Torrenee 106.6, 103.1* 104.2* Vernon 103.2~ 97.7 99.2 
West Coast 99.7 97.0 97.9 

x Reflects 6~onth test period. * Reflects 2~-month eest period. 
(x) No proviSion in expenses for salary of owner. 
z No proviSion in expenses for salaries of offieers. 
4/: No provision in expenses for salaries of owner 

and his wife. 

As stated in Decision No. 57992, the projected operating 

results for American Warehouso, Hargrave Freight Terminal and Redway 

Transfer Company are less favorable than would appear from the 

figures shown. This arises from the fact that no proviSion is made 

in the book reeorcls of these applicants for salaries of owners and 

officers. 
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As pointed out in the intertm decision, applicants' 

accountant witness was able to develop full rate base estimates for 

only four of the warehousemen ineluded in the application.. These 

were operators who own ~he premises in which they render their p~blie 

utility warehouse services. 'the staff engineer developed complete 

rate base estimates for nine applican~s, including those wbolease 

their facilities from affiliated companies. In the case of the 

latter group, the engineer included the depreciated book values of 

the physical properties in the rate base estimates, treating the 

facilities as if they were owned by the operator-lessees. The rate 

base estimates reflected the situa~ion as of the mid-point of the 

rate period. 

In Table III below, the es~tmated rateS of return 

reflected by the staff's rate base estimates are compared with those 

developed by applicants' witness .. 

TABLE III 

Estimated Rates of Retum, After 
Income Taxes, for the Projected Rate Year 

(12-Month Basis) 

Rate of Return ~ercentsl 
Unaer Onder Under 
Old Proposed 

Warehouseman Rates Rates 

Chaffee A 3.0 4.9 n S 0.9 2.6 
Davies A 0.7 S.S 

11 S 6.4 11-.6 
Jennings-Nib1ey S 2 .. 1 3.8 
L. A. Transport A 0.0 2.8 
"" H S 0.0 6.2 
Metropo11tcm S 5.5 8.7 
Overland A 1.1 6.6 

fI S 0.8 4.7 
Star S 15.7 18.0 
Union S 0.0 0.0 
Westland S 0.0 3 .. 7 

A - Applicants' estimate. 
S - Staff esttm3te. * - Not developed by applicants. 
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In the development of his rate base estimates, applicants' 

witness included an allowance for working capital. The staff 

engineer ~ however, made no such provision. Applieanes' wieness 

explained that the amounts of working capital utilized in his rate 

base est~nate reflected the difference, in each instance, beeween 

the utility's current assets and its current liabilities.!1 !he 

figures used are the average of the indicated differences as of the 

beginning and end of the ll-montb. period studied. The amounts of 

working capital included tn applicants' rate base estimates for tbe 

four utilities mentioned above range from 9 percent to 22 percent 

of the ectal rate base. 

The staff engineer had made a special study of the problem 

of working- capital. The study, be said, involved t'bree selected 

warehouses. Certain of the accounts of these utilities were 

analyzed to determine what the working cash requirements, if any, 

might aggregate. Lack of time prevented 8. more comprehensive survey. 

The results of the analysis, the engineer stated, indicated to the 

staff that the prepayments received by the w~ehouses just about 

offset those payments which lag behind the t:i.me of rendition of 
5/ 

services to the storers. - The staff, however, was not prepared to 

make a specifie recommendation concerning working capital, in view 

of the restricted scope of its seudy. 

No one opposed the granting of the applicatiOn in full. 

either at the initial, or at the adjourned hearings. 

!:/ The accountant stated that, in one instance> where tEOe current: 
liabilities exceeded the current assets, he calculated the amount 
of working capital as one month's average operating expenses of 
the utility in question. 

}/ An example of a prepa.yment is comp~sation for "handling out", 
which is paid by the storer after the first monthly billing. An 
example of time lag in payments to the warehouseman is in the 
normal delay beeween the billing date for services rendered 
(such as handling in) and the date on which payment is received .. 
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Conclusions 

The question to be resolved in this supplemental opinion 

is whether tbe ten percent increase in warehouse rates, other than 

those for storage, established by applicants on an interim basis 

under Decision No. 57992, supra, should be made permanent, or 

inereased to the full 1S percent sought in the application or reviscd 

to some other level. The interim relief was authorized solely on the 

basis of the showing made by applicants. We now have the additional 

evidence adduced through tbe staff witnesses to assist us in making 

a determination of the issues. 

Tacle I shows that tbe projected operating results are, 

with respect to some of the applicants, more favorable under appli

cants' estimates than under those of the staff, while the reverse 1s 

true with respect to other warehousemen. In some instances t:he 

operating ratios estfmatedby the staff differ only slightly from 

those developed in applicants' seudy. In the case of certain other 

warehousemen, substantial differences are apparent. The foregoing 

statements .appear to be true in all three of the rate structures 

shown .. §! 

Directing attention specifically to the esttmated operating 

ratios in the "Proposed Rates" column of Table I, it is noted th!Lt, 

even under a 15 percent increase over the base ra.tes, both staff .and 

applicants forecast operating losses for Onion, while applicants make 

similar forecasts for Westland and Signal. With one exception, none 

of the estimates of operating results under the full 15 percent pro

posed rate increase appears to be unduly favorable. The exception 

£/ As indicated in the interim aecision, ~ppiic3nts made no est~tes 
of operat~g results under the 10 percent increase authorized by 
that decision. The operating ratios in the "Interim" column oppo
Site the symbol nAIP in Table I and in Table II were developed by 
applying a 10 percent increase to the pertinent revenues of the 
respective utilities (in lieu of 15 percent), in connection with 
the projected increased expenses as developed by applicants' 
accountant witness. 
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relates to Chaffee. ApplicantS developed an estimated operating 

ratio of 88.5 pereent for that utility, as contrasted with the staff 

estimate of 93.8. percent. In the light of the respective estimates, 

it appears that the actual experience under the sought rates would 

produce an operating ratio lower than the staff's figure but some
what above 90 percent. 

It will be seen from an examination of Table II that 

applicants' witness has developed estimated operating raeios, which, 

even under the full 15 percent, reflect deficit warehouse utility 

operations for the majority of the applicants listed therein. 

Excluding American Warehouse and Redway Transfer (the estimated 

ratios for both of which fail to reflect provision for the owners' 

salaries), the most favorable operating raeio estimate shown in the 

table is 95.6 percent, after income t:axes. 

With respect to the projected rates of return sbown in 

Table III , it should be pointed out that the rate of return estimated 

by the staff for Star Truck & Warehouse Company reflects the results 

based on the inclusion of some $196,000 of revenue and related 
. 11 

~~ses from the rental of space for storage and oeher purposes. 

This revenue was aSSigned, in the utility,' s books, to non-utility 

revenue, however the related expenses are included as ueility 

expense. 

AS previously seated, the evidence is not sufficiently 

de:ailed to enable us to determine bow mucb of the above~mentiond 

revenue and expenses should properly be classed as resulting from 

warehouse utility operation. Furthermore, in a proceeding-of this 

type involving tbe establishment of uniform rates for a large number 

of utilities the operating results of any individual operator must 

be conSidered in the light of the rcsules of the other operators as 

well as on an individual baSis. 

, the s€if£·s reasons for this proceaure hive hereinbefore Seen 
stated. 
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In the light of ehe foregoing analysis of the presentations 

of applicants and the staff, respeetively, and upon careful consid

eration of the record as a whole, we are of the opinion and hereby 

find, that, subject to the reservation hereinafter set forth, the 

full increase of 15 percent as sought herein, in lieu of the inter~ 

increase of 10 percent presently in effect, in the rates of appli

cants for warehouse services other than for storage, has beenjusti

fied. To this extent the application will be granted. 

No increases in the warehouse rates of Bradeo Warehouse 

Company, Desper Terminal Company and Fields Freight, Inc., have been 

justified. The record indicates that these applicants no longer 

operate as public utility warehousemen~~1 
In vi~r of the need for tmmediate relief, the effective 

date of the order which follows 'Will be ten days after the date 

hereof and applicants will be permi'tted to establish the increased 

rates on not less than five days r notice to the CommiSSion and the 

public. 

SUPPLEMENTAL ORDER 

Based on the evidence of reeord and on the findings and 

conclUSions set forth in the preceding opinion, 

IT IS ORDERED that: 

1. Applicants herei.n, except Bradco Warehouse Company, Desper 

Terminal Company and Fields Freight, Inc., be and they are hereby 

authorized to establish, in lieu of the inereased rates authorized 

on an interim basis by Decision No. 57992, and on not less than five 

days I notice to the Commission and to the public, the inc:J:eased 

rates and eharges for warehou~e serviees other than for storage, as 

proposed in the application filed in this proceeding. 

!I We take otficial notice of the fact that Agent Jack L. Dawson his 
taken steps, through the procedures established pursuant to 
DeciSion No. 58169 in Application No. 58265, to cancel the three 
companies in question from partieipation in 'his tariffs. 
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2. Said increased rates and charges may be published in the 

form. of surcharge rules such as are set forth in Exhibit No. 15 filed 

in this proceed1ng~ including the specific reviSion of Item No. 170 

of California Warehouse Tariff Bureau Tariff No. 29 as proposed in 

said Exhibit No. lS. 

3. The authority herein granted is subj ect to the express 

condition that applicants will never urge before this Commission~ 

in any proceeding~ under Section 734 of the Public Utilities Code, 

or in any other proceeding~ that the opinion and order herein con

stitute a find::Lng of fact of the reasonableness of any particular' 

rate or charge, and that the filing of rates and charges pur~t 

to the authority herein granted will be construed as a eonse.~t to 

this condition. 

4. The authority granted herein shall expire unless exercised 

within ninety days after the effective date of this order. 

this order sball become effective ten days a.fter the date 

hereof .. 

of 
Ct/;: :c -.--:"'5-9-~--_cisc ....... O __ , California, this 

C 


