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Decision No. ___ 6_~_S_S_3_'_ 
~'. 

BEFORE 'l'BE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
IN'IERAMEFcrCAN WAREHOUSE'CORPORATION ~ ) 
for authority to increase its rates ) 
as warehouseman in the City of ) 
Commerce. ) 

------------------------------~) 

Application No. 42678. . 

o PIN ION· -----"--

By Decision No. 6l350~ dated January 17 >1961> in theab¢ve"; 

entitled proceeding» Intcrameriean Warehouse Corporation waS ,: 

authorized to increase certain 0: its public utility warehouse rates 

by 15 percent. That authorization was made on an interimcas:r:s,> and· 
, . 

as an emergency measure; pending complete analysis of therecorC: .. · 

As stated in the above';'mentioned decision>' applicant seeks 

in the application herein authority to increase its storage ra.tes by 

10 percent, its rates for handling in and out by 20 ~ 75, pe::cent:, and 

'its rates and charges for accessorial services by varj"ing amounts ... 
. '. 

The interim authorization of 15 percent applied to its hl1ndling: in 
",! • 

and out rates and to all of its accessorial charges.excepttbosl.lfor 
.', '\ ; 

~spe~ial labor and clerical services.". The effect of' .tbatadjust

ment was to increase applicant's rates' and charges to' the: levels 

generally prevai11t;g, among public utility warehouselIlcniu,the 
1/ . ' '. 

los Angeles area.- !he full amount of, the increases herein· sought., 
,I; " " . 

if granted, would set applicant' $ rates,' for storage, handling and 

accessorial serVices at tbelevels sought by 44 loS: Angeles area 

warehousemen in Application No. 42592. 

11 Applicant's history and the circumstances wElch led U? to the 
fil~ of Application No. 42678' are set for.th inDecision 
No,.· 6_350. 
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The record herein shows that applicant leases its 

facilities from: another corporation, Slauson Warehouse Corporation, . 

and that the stockholders of the two companies are identical. Under 

the lease a:rangement applicant pays, not only rent but also- t~e real 

. estate1:aXes and bea:s the normal maintenance expense" of ,the ware .. 

house facilities. 
, . 

According to a rev:enue and expense statement attac:hedto· 

the application, the utility's operations for the lZ"mOnthpe:d.od 
,. . , 2/" ' 

ended March 31, 1960, resulted in a deficl.t of $30,,677.-
" I. 

Applicant estimates that, bad the sought rate increases been in, 
,. 

~ 1[, '. , ", , 

effect during that period, a loss of' $7 ,633 would have been 

sustained. At the hearing, questioning of 'applicant's president -by' 

counsel for the Commission·s staff disclosed that tnterest paYmQ~ts 
> 

and eonttibutions were improperly included in the development 'of' . 

,public utility operating expenses. It appears also thatpract1cally 

the entire amount of organization expe~se was written off':'in the 

12-:nonth period in question, as an operating expense.; A reasonable 

basis for treating this item would be to amortize it over a ten'" 
year period. On the other hand~ the record sbows that applicant' s 

pr~sident took no salary during 1959 and 1960, consequently the 

a:atement ·of expenses includes l'loallowance ofcompensat1onfor 
, , '. , 

! 

his managerial services. ,. '. " 
" 

In the table below are set fo~h the, operating· results 

for the. fiscal period in question as developed by applicant, and' 

as adjusted by the' staff in the following manner: (1) by 

elimination, from ope::ating expenses~, of interest; payme~ts and 
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. 3/ 
contributions;- (2) by reduction of the amount· allowed 'for 

-'I. ,-I 

.' . 
organi.zation expense to- one tenth of the i 'tota1 of such expense 

" 

incurred; (3) by elimination of rent paid, to, the affiliated: company . 
. '~: \. . 

for the use of the warehouse buildings anr.'[,'land, andsub:st1tution 

of landlord expenses therefor. 
. . 

, . , 

In the table are shown also estimated operat1n.g: results 
. "";1 

for a projected rate year, uneIer the propo$ed rates.. The afore-, 

mentioned revenue and expense statement i#61uded applicant's 
. . 

operating results for the four .. mo~th peri~:April-July-, 1960, as 

recorded on its books, and set forth applicant·1 s· estimate of what 

the e~rience would have been for that per}i.od· under . the prO~d 

rates. The estimated results for the proj.ected rate year~, as shown 
, " I" 

in the table below, have been developed bY,'expandin,g~ ,to·aful1 year 
""1: 

the above-mentioned esttmate of applicant' for said four-month 

period, and by' making the same type of adjustments. as. described' 
. . 

above in connection with the figures for the fiscal period ending 
4/ . '" , 

March 31, 1950.- In this connection the record does not show 

whether the four-month pex:iod, April-July, may properly.be 

considered representative of a year "s operations. 

17 In this instance, contributions were minimal. 

!::,/ In developing its estimate of expenses in connection with 
operating results under the proposed' rates~ for the above
mentioned four-month period, applicant included an allowance 
of $2,000 per month for the managerial services o-f its 
president. In the "Adjusted" column of the table ,which follows,. 
this basis has been somewhat modified.' , . 
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Fiscal Period 
ended March 31, 1960 

AS 
Applicant Adjusted. 

Operating Revenues $128,214 
Operating Expenses 158, .. 891 

$128,214 
136 2557 ' 

Net Before Illcome Taxes $(~,67l) 

Income Taxes 

$ ([;343) 

Under Proposed' 
Rates 

(Projected Rate- Year) 
AS 

Apt> l1can t ' Adj US ted 

$,209",565 . 
227~694 

$ (1§,129) 

$209~565 . 
lS7 z 738..·. 

$' 51,.827 . 

20';154: 

Net Af1:er Taxes $(3O,677) $ {8 1 M» $(iS,12§)$' 31,673 

Opera~ing Raeio' 123 .. 9%' 106 .. 51. 108'.7%' 84.97.,' . 

Dep=eciated Rate Base '''" 
(as of March 31, 1960) :~~: $704,454. 

Rate. of Ret:um _ 

( ), :.- Indicate s loss ~ 

'$704,454 

4~S4' 

Tbe rate base esti:mate sb~ in the JtAdjusteclJl columns' of 

the table was developed by i:nelusion therein of the depreciated- co,st , 

to the owning company (as of:·March 31, 1960) of the . land and 

~ldings devoted by applicant to public utility warehousing •. 

Average rate base figures for the entire fiscal period ending with 

the above date' are not in the record. Also". the record does not 

indicate the .a:nount of 8rmual depreciation on said real es.tate, from 

"'~hich .an average depreciated rate base for the projected rate year 

(endinS March 31. 1961) could be det:ermined.. Consequently, the rate 

of return shown in the "A.djustedn column under the proposed rat·es~ , .. 
predicated as it1s OD. the rate- base ea of March: 31, 1960,> :i.s. 

~ewhatunderstated. 

The wIde differences between the operating results assho'Co."n: 

by applicant and those in the "Adjusted" columns is prineipally 

attributable to the fact that the rent aud property taxes paid by 
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applicant greatly exceed the lan<:Ilord expenses borne by the 

affiliate. The rent alone waS $50,.500,. during the· fiscal period 

ending March 31,. 1960. 'Ibis was for 110,000 square feet of ware-
... ' ' 

house and office space. In. the year beg1:cning, April 1', . 1960, the 

rent was at the rate of $6,000 per month •. 

The adjusted estiIIwlte of operating results unde~ the 

proposed X'ates, as summarized in the last column of the table,. 

reflects net ~u.al operating income, after income taxes' o·f $31,673, 

'Witb. an operating ratio of 84.9' percent,: and return o·f 4.5·' percent 

on the depreciated rate base. If estima'te<:I operating results of 

appliea.nt for the projected rate year were to: be predicated on tb.e 

rate lnC'reases which the majority' of public uti11tywarehouses were 
. . 5/ ... . 

granted by Decision No. 61781, dated April 4,. 196'1>-' such, estimated 

results 'WOUld be Stmcarized as follows: 

Operating Revenues 
Operating Expenses 
Net Before Income,Taxes 

Income Taxes· 
Net After Taxes 

Operating Ratio 
Rate of R.eturn 

$196,365 
157,738': 

$ 3"S ,627> 

12,942 
$, 25,685 

.' J 
86~9"k\ 
3.61~' 

Tb.e estimate of revenues shown in the above tabulaeion'is 

only approximate,. since the record does not contain a complete' 

$egres~tion of accessorial charge revenues aecordins to the typeo£ 
I , . 
" 

service rendered. Again it is evident "that the period, four months" 

on which the eSt:imated operating results, in both of the foregoing·. 

tabulations, for the projected rate year are predicated~' is too.· 

brief to be entirely reliable. 

In Application No .. 42592. Applicants therein ,were authorized to 
increase their charges for accessorial services by 20 percent, 
as a maximum, and to increase charges for handling in and out by 
5 percent:, as sought.. The request for a 10 percent increase in . 
storage charges waS denied. 
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The record discloses that the" ownins company computes' 

depreciation expense of the warehouse 'structures by ,the "sum of the 

years-digits" method, or liberalized depreciation. The income 

; taxes shown in the foregOing tables' reflect this basis .. 

In DecisioOl No. 61781 in Application ,No. 42592, of 

which we hereby take official notice, attention was directed t'o, the :: 

highly competitive na"Olre of the public- utility warebousc,busi:a,ess 

in the los Angeles area. This cirCWllstance,) we pointed out, 

necessitated the maint:eriance of substantial rate uniformity as among. 

the various warehousemen operating in that area. The record herein 

shows that applicant's operations play an active part-in ,the 

competitive forces in question. While it-appears that the full 
•• II 

amo'Cllt of rate increases sought herein is not warranted' on this ~ 
,-

record, we are of the opinion and bereby find, tba',tincreascs in 
applicant's rates and charges to the levels: authorized in Decision 

No. 61781 for the warehousemen parties to' the afo:esaid Application 

No. 42592 have been justified. Pursuant to this finding applicant 

will 'b(!au1:borized to substitute an increase of 20:.7.5- percent for I 

,,6/ " " ' 
'Che i:teri.::n increase~, _ of 15 ,percent in -rates for bandling::in and 

out, and to substitute an increase of3S· Percent: for the interim 

i::.crea::a of 15 percent ill rateS for so-called accessorial services .. 

:bcluding 0311 rateS and charges in the "rules and ,regulations" 
. '".,' , 

~etion of applicant' s tariff ..The 38: perc'ent increase is, subject 

to the condition, however, that in no event shall said- increase . ' 

~xcee<l the amount sought by applicant herein. The sought increase . 

oflO percent in storage rates is denied. 

~I Au£So=izea by Decision No. 613~~. in the application herein. 
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'Xbe proposed revision in l.angt:aageof the rules and ' 

regulations in appl~cant' s tariff would, bring those pr~visions into' ' 

geueral conformity with the rules and regulations proposed by the 

parties to the aforesaid App11cat:ton No. 42592. We further find 

that the changes in language,. in 'rules and regulations, as' proposed 
"', 

by applicant,. have been justified,>~;:subject to the ,following 
, .,..,' \ ~ r , 

modification: The language propo\iedfor paragraph (c) of proposed 
1", ,;~ 

Rule 3> (relating to charges for j~b.or furniehed for t/ 

Saturday,. Sunday and holiday work)') lacks that: clarity and prec!se~ 
I 

" . 
ness req,ui:red by General Order' No ':,'~61 and by the statutes'. We find 

" ., 
propoSed Rule 35 (c) not justified. 

Based on the evidence of record and on the, findings and. 

conclusions set forth in the ?recedfng,opinion, 

IT IS ORDERED that: 

1.. Interameric:an Warehouse Corporation is hereby authorized ~ 

on not lesstban five days' notice tc~~e CommiSSion and to·,·the 
.", 1 

public, to establish in its Warehous;Tariffs Nos .. , 3 and 4,cai .. 
P.U.C. Nos. 3 and 4, respectivelY7 in lieu of theintertminc~eases 

authorized by Decision No. 61350, increased ',rates. and charges as 

follows: 

(a) Substitute for the interim increase of 15' 

percent in rates and charges for handling in 

and out an increase of 20.75 percent. 

(b) Subs'ti !:Ute for the interim increase of 

15 percent in all raees and charges set, 

for'tb.· in ,the "rules and regulations" 
, " 
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. , 
" 

section of said tariffs an 1ncreaseof ' 

38 percent, except tbatno such rate or 

charge shall be increased by a greater 

amount than that proposed in the applica-·· 

t10n filed berein~:'7 

(c) Revise the language of the Rules and Regulations 

of said 1:ariffs as proposed in the application' 

as amended, filed hex-ein, except as topx-oposed 

Rules No .. 3.5- (c) of said Tariff No. 29 .. 
I 

2.. The increased rates and "charges authorized by numbered 

paragraph 1 of this· order may be established by the publication of 

a surcharge rule. R.esulting fractions of less than one'-half cent 

will be dropped, and fractious of. one-balfcent or greater will 

be increase<1 to the next whole cent. 

3. The authority herein granted is subject to the. express 
, 

condition tba't applicant wil,. nevor urge before tbis Commission. ' 
, . 

in any proceeding under Section' 734 of the Public TJ,tilieies Code, 

or many other proceeding, dlat the opinion and order herein 
, ' 

constitute a findfng of fact of the reasonableness of any particular 

rate or charge, and that the filing of rates and charges pursuant 

to the atJ,oority herein granted will be construed as a consent te> 

this condition. 

4. The aut:hority granted .by Decision No. 61350 is hereby 

rescinded. 

5. In all other respects Application No.' 42678,.asamended,c 

is denied. 
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6. 'Ihe authority herein granted shall expire \mless 

exercised within one hundred twenty days of the effective date 

of this order. 

This order -shall become 'effective ten 4ays after 1:ll\e date' 

hereof. 

'?-' Dated at: ___ Sa_!Ul_...;.""'"" __ "'_~_~_·:.,;... __ ~ Ca11fo~:. this _--..[,.;;,C{_, __ 

day of __ --""A_l> ..... R .... It ___ --~ 1961. 

Commissioners 

" 


