Decision No. 66588

BEFORE THE PUBLIC UTILITIES COMMISSION

In the Matter of the Application of
Alco Tramsportation Co., H. Good,
doing business as American Warchouse,
Charles A. Pearsomn, doing business as
Anaheinm Truck & Transfer Co., Atlan-
tic Transfexr Co., B & M Terminal
Facillities, Inc., Bekins Warehousing
Corp., California Cartage Warehouse
Co., a division of Califormia Car-
tage Company, Inc., Daniel C.
Fessenden Company, doing business as
Califormia Warchouse Co., Central
Terminal Warehouse Co., H. G. Chaffee
Company, Charles Warechouse Co., Inec.,
Cicizens Warebouse Trucking Company, .
Inc., Columbia Var Lines, Imc., of
Califormia, Consolidated Warehouse
Company of Califormia, Davies Ware=-
house Company, Freight Transport
Company, G-K Distxributing, Inter-
american Warchouse Corporation,
Jenmings-Nibley Warehouse Co. Ltd.,
Law Express, Inc., Los Angeles
Transport & Warehouse Co., Lyon Van &
Storage Co., M & M Transfer Cowpany,
Mexrifield Trucking Company, Metro-
politan Warehouse Co., Moser Trucking,
incorporated, Overland Terminal Ware-
house Co., Pacific Coast Terminal
Warehouse Co., Pacific Commercial
Warehouse, Inc., Paxton Trucking
Company, Peerless Trucking Company,
Redway Truck & Warehouse Co.,

Siexrra Moving Sexvice, Signal Truck-
ing Service, Ltd., Star Truck &
Waxehouse Co., Superior Fast Drayage,
Torrance Van & Storage Company,

Union Terminal Warehouse, and West
Coast Warechouse Corp., for guthority
to increase thelr rates as warehouse-
ren in the City of Los Angeles and
other Southern California points.

Application No. 45521
(Filed July 13, 1963;
Amended July 19, 1963
and August 19, 1963)
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Azlo D. Poe and Jack L. Dawson, for applicants,

Harold J. Blaine, E. R. Booth, Richard Brandt,
‘Roland Chattee, John T. Dando, Alexander M.
Dickie, Harold Drurv, W. C. Elliott, Elmus M,
Ely, Jav Frederick, Clyde R. Hoagland, H. B.
Johmston, Jr., James E. Matinas, Morgan
Stanley, J. R. Thomas, Harry True, A. C. Weenerx,
James A. Willlams, for wvaricus public utility
warehousemen, applicants.

W. H. Rinkenbach, for Arvin Industries, protestant.

Rugsell E. Horn, for R. N. R. Trucking, Inc.;
Carl ¥. Peters, for Los Angeles Warehousemen's
Assoclation; and James Quintrall and J. C.
Kaspar, for Califormia Trucking Associatlon,
interested partics.

E. C. Crawford, R. J. Carberry and Leonard Diamond,
for the Lommission statt.
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QPINION

Applicants operate public utility warehouses for the
storage of general commodities, within Los Angeles and at other
Southexn California points. By this application, as amended, they
seek authority to increase by five percent all rates and charges
applicable at their warchouses in the aforementioned area oxr, in the

altermative, to increase all such rates and charges, except those

provided for storage, by eight and one half percent:.1

Public hearing in this matter was held before Examiner
Bishop at Los Angeles on August 7, 8 and 9, 1963. The proceeding
was submitted upon the filing of Sccond Amendment of Application om

August 19, 1963. By this amendment, Terminal Storage Corporation

was added as an applicant.2

Evidence was introduced at the hearing on behalf of

applicants through their tariff publishing agent, the assistant
irector of the research division of the California Trucking Asso-

ciation, and the executive secretary-treasurer of the Los Angeles
Warechousemen's Assoclation.

The rates and charges of applicants were last adjusted
pursuant to Decisions Nos. 63517 and 63775 dated Apxril 3 and Jume 4,
1962, respectively, in Application No. 43849 (59 Cal. P.U.C. 516 and
unreported, respectively). The decisions authorized the utilities
to increase all rates and charges, except those provided for storage,

oy seven and ome half percent..Charges for handling and accessorial

. Tnc rates and charges sought to dDe increased are published in
California Warehouse Taxriff Bureau Warechouse Taxiffs Nos. 28-A
and 29-A (Cal. P.U.C. Nos. 193 and 194, respectively), M & M
Transfer Company Warchouse Tariff No. 5) and Torrance Van & Stor-
age Company Warehouse Tariff No. 3 (Cal. P.U.C. No. 3). The
tariffs ave all issued by Jack L. Dawson, Agent.

Attormey for applicants has stated that he was informed by R. K.
Graham, president of Terminal Storage Corporation, that said
corporation will be terminated immediately, and that he thexefore
assumes that Terminal Warehouse Corporation intends to abandon
warechouse operations.
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services were also increased in 1959 and 1960.3 Storage charges
have not been increased since 1957.4
According to the record herein, the costs of providing

warehouse services by applicants have inecreased since April 13,

1962, the effective date of the rate increases authorized by

Decision No. 63517, supra. Such cost increases, the application
states, are attributable primarily to increases in wage rates and
fringe benefits payable to all categories of warechouse employees.
Assertedly, revenues under present rates and charges are insuffi-
cient to meet operating expenses and leave a reasonable profit.

The tariff publishing agent testified that the requested
five percent overall increase is applicants' prime proposal. He
stated that increases have been experienced in storage expenses
since the rates for this service were last Increased in 1957, 1In
this regard, he pointed out that the tax rate in the Los Angeles
arca has increased 22 percent during this perfod. Additionally, he
testified that a certain amount of labor cost is directly chargesble
to the stor~ge operation although there is no uniformity of agree-
ment among warehousemen as to what percentage of the labor expense
should be assigned to this function; that many applicants are of
the opinion that handling services are actually accessorial to theilr
storage business, which is their main source of income; and that
customers look to the overall storage bill rxather than to the
individual charge for any particular service included therein., An
exhibit presented by the tariff agent showed that 70 percent of the
total operating expenses experienced by applicants are attributable

to labor costs.

3 Declsion No. BL/BL, dated April &, 19561, In Appllication No. 42592
(58 Cal. P.U.C. 624); Decisions Nos. 57992 and 58663, dated
February 9 and June 23, 1959, respectively, in Application
No. 40688 (both unreported).

4 Decision No. 55198, dated July 2, 1957, in Applications
Nos. 37663, 38646 and 38715 (unreported).
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The various wage agreements entered into by applicants
in 1961, the reccord discloses, provided for certaim increases in
wage rates and "fringe' benefits in 1962 and 1963. The cumulative
increases from November 1, 1961 to July 1, 1963, under the warehouse

agreement to which most of the major warechouses were signotories

ranged from 10.9 and 11.6 percent for various categories ¢f ware-

house labor and amounted to 20.0 percent for pension fund contribu-
tions by cmployers. Substantial increases were also experienced by
the remaining warehousemen under the particular teamster contracts

to which they were parties.s

The above-mentioned wage and related
increases involved the utilities' clerical employees as well as
their warcechouse workers. Corresponding increases in payroll
expenses were likewise involved.

The purpose of the sought increase, the record shows, is
simply to enable applicants to recover, in increased revenuves, the
gpproximate amounts by which theilxr operating expenses have increased
by reason of the above-mentioned upward adjustments in labox cost:s.6

The research director presented exhibits in which were
summarized studies he made of the financial results of the opera-
tions of 16 of the applicants who derive their public utility reve-
nue exclusively under the aforementiomed Tariffs 25-A and 29-A.
According to the record, these warchousemen accounted for 85 percent
of the total revenues received by all applicants for public utility
warehouse operations rendered under all tariffs involved in this
proceeding, and provide 22 pexcent of all the public utility ware-

house space so involved. In Table I which follows are shown the

> The applicants whose operations are predominantly truck transpor-
tation are parties to teamster contracts, and those who are pri-
marily engaged in household goods moving and storage are parties
to geamstcr contracts governing the movement of used household
goods,
According to exhibits, the estimated increases in wages and re-
lated costs, for the 16 principal applicants as a group, amount
to $278,927 per amnum. The estimated revenue under the appli~-
cants' prime proposal of a five percent inexease In all rates
and charges and under their altermative proposal of an §¥7%
increase in all rates and charges, except those provided for
storage, for the same group of utilities would total $263,093 and
$275,933 per annum, respectively.
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revenues, expenses, and net operating income and operating ratios,
after state and federal income taxes, of the aforementioned
16 cpplicants for the fiscal year QOctobar 1, 1961 to September 30,
1962, 2s developed by the resesrch director, end as further
cdijusted by the elimination of intercompany rents and the substitu-
tioa ef landlorld expemnses thexcfor in those instances where such
information wac available.
TABLE I
Results of Operations for 16 Warchousemen
tQ‘_l2;mQnIn_2Qxi9Q_bngﬂﬂJimmdﬂﬂuxldﬂlh;EﬂEZ

(After Elimination of Intercompany Rents and
substitution lTherefor of Landloxrd Expenses)

Adjusted

Expenses

Including Operat-

State & ing

Federal Net After Ratio
Warchouseman Revenues Income Taxes Taxes Percent

*Callfornia Warchouse $334,165 $316,255 §$ 17,920 94.6%
*Central Terminal 82 332 76, Y045 6,287 92.4
Z. G. Chaffee 82 869 76, 449 6, 420 92.3
Citizens 63 392 61, 968 1, 428 .97.8
Consolidated 60, 2900 58 296 2 604  95.7
Davies 219,508 217, 856 1 654 90.3
wInteramerican 305 712 273, >259 32,453 89.4
*Jeamings-Nibley 114 650 101, 7535 13,115  38.
L. A. Transport 166, 2915 175, 1497 (8,582)
“Metropolitan 775, 1306 696, 477 78,829
Qverland Terzminal 586 000 576, ’159 9,841
*Pacific Coast 739, 989 7.2, 7229 27, >760
*Paclfic Commexcial 191, Y542 195, 7599 (4 C57)
Signal Txrucking 241, 934 282, 384 (40,4503
Star Truek 424, '675 415,938 8,737
*Union Terminal 727, Q4 845 3 3 (117,312)

(Red TFigure)
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% Laadlord expenses substituted for
intexrcompany rents.

In the development of expenses that are summarized In the
above table, the director stated, segregations and allocations of
coste as between public utility warenouse operations, on the one

hand, and the other business activities of applicants, on the other

/  Hereinafter sometimes referred o as the rate year.
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hand, were made by substantially the same methods as were employed
in the last rate increase procceding which was heaxd in December
1961 and similar caxlier procecedings involving generally the same
group of warchousemen., To the extent to which applicants herein
engage in public utility warchouse operations in areas othex than
that for which charges are provided in the tariffs herein involved,
results of such operations were excluded by the research director
from all of his exhibits.

The director also developed estimates of operating results
for the future for the 16 warchousemen listed in Table I. These
estimates reflect the anticipated experience under a continuation of
present rates, under the proposed five percent increase in all rates
and charges, and under the altexrmative proposal of an elght and
one half percent increase in all rates and charges, except storage.
Under the three bases, the revenues and expenses for the rate year
were adjusted to glve full effect, on an annual basis, to the 1962
rate increases and to the 1961, 1962 and 1963 wage and related
increases. In estimating the results undex the sought gemeral £ive
percent increase and also under the altermative proposal, the
director further adjusted the revenue figures to reflect the addi-
tional revenue expected to be generated should either proposal be
granted.

In Table II following are shownm tne operating ratios,
after state and federal income taxes, as estimated for the rate
vear by the director under present rates and under both bases of
proposed rates. As In the case of Table I, in those instances where
utilities lease their land and buildings, and where the necessary
figures were available, the operating ratios have been adjusted to
reflect the elimination of rents, and the substitution thexrefor of

landlord expenses.
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TABLE II

Comparison of Estimated Operating

Ratios (in Percencs) Under Present

and Pronosed Rates. After State and
Federal Income Taxes., for the Kate Yeax

Undexr
Present Rates Under Proposed Rates
Warehouseman (Pexcent) (Percent)

- (1)

*Calilfornia Warehouse 96.9% 94.3%
*Central Terminal 93.1 90.3
H. G. Chatfec 93.4 90.6
Citizens 98.7 95.6
Consolidated 97.6
Davies 100.7
*Interamerican Q9.3
*Jennings~Nibley 90.0
L. A. Traaspoxrt 107.4
*Metropolitan 91.7
Ovexland Terminal 100.38
*Pacific Coast 97.2
*Pacific Commercial 108.3
Signal Trucking 120.7
Star Truck 98.7
*Union Terminal 119.8
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(L) Proposed increase of 5% in all rates and charges.
(2) Altermative proposed increase of 8%% in all rates
and charges, except storage.
* Landlord expenses substituted for intercompany xates.
As hereinbefore indicated, many appllicants lease all, ox
a majox portion, of the facilities which they utilize in the pex-
formance of public utility waxchouse services. With respect ¢o
those gpplicants, meaningful rate base estimates were developed by
the dixector cnly in those instances where he was able to secure
from the owners of said facilities the origimal cost figures, less
depreciation, of the properties. Im comstructing rate base figures
for thls lattex group of applicants which do not own their facili-
ties, as well as for those applicants which owm their facilities,

the directox included an allowance for working capica1.8

Loe allowance ror woxkiag capital reriects the difference becween
current assets and current liabilities assignable to the utility
warehouse operations, except that In those instances where an un-
usual difforence resulted onc-twelfth of the utilitics'curren
ilabilities was utilized.’' This latter formula was adopted I1n
conrection with Congolidated, Interamerican, Jennings-Nibley,
L. A. Traasport, Metropoliten, Signal Trucking and Star Truck.

iy
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In Tabie III beiow are shown the rates of return on
investment, under present raotes and under both rate increase pro-
posals, as developed by the director in accordance with the fore-
going. The rate base estimates on which the rates of recturn are
predicated represent averages of the rate bases as of September 30,
1961, and September 20, 1962. The director's estimates of rates of
return vnder present rates have been adjusted to reflect the sub-
stitution of landloxd expenses in lieu of intexcompany rents in

those instances of leased facilities where the record includes said

axpenses.
TABLE III
Estimated Rates of Returm £or the Rate
Year Under Present ana Frovnosed Rates
Under
Present Rates Under Proposed Rates
Wareheuvseman (Pexcent) (Pexrceat)

(L) {2;

*California Warchouse 8.0% 13.5% 13.9%
*Central Terminal 7.1 10.4 10.C
H. G. Chaffee 3.1 4.7 4.5
Davies - 2.9 3.2
sTInteracerican 3.8 4,7 4.5
*Jennings=Nibiey 5.9 7.9 7.7
L. A. Transport - - -
“Metropolitan 12,6 6.0 16.4
Qverland - 5.3 5.0
*Paclfic Coast 3.0 5.4 5.5
*Pacific Commercial - - -
Star Truck 0.7 7.1 7.9
*Union Teruinal - - -

(1) Proposed inczease of 5% In all rates and charges.
(2) Alternative prcposed increase of 8%% in all rates
and charges, except storage.
% Intercompany rents eliminated and landlord expenses
substituted thexrefor.

In addition to the principal study involving the afore-
mentioned group of 16 applicants, the record contains estinmated

results of operations of the remaining 24 applicants, except
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Merrifield Trucking Company and Terminal Storage Corporation, both of
which did not operate during the perlod Cctober 1, 1961 to
Scptember 30, 1962. Many of the warehousemen in this latter group
rendered only a small amount of public utility sexvice during this
period, being principally engaged in other business activities.
Excluding those utilities with negliglble warehouse revenues, the
operating ratios based on current expense levels of this second
group of applicants, as estimated by the research director, range
from 84.0 to 109.6 percent under the requested five percent rate
increase and from 83.8 to 111.3 pexcent under the altermative
proposal. As previously indicated, the aggregate warchouse reve-
nues of the 24 applicants not included in the major study amounted
to only 15 percent of the total revenues for the rate year involved
herein.

Notices of the hearing, the recoxrd indicates, were sent
by all applicants to their storers, and by the Secretary of the
Commission to othex parties believed to be interested. Only the
Axrvin Industries, Inc., appeared as a protestant. This concern
manufactures radios and numerous other consumer durable items,
including television sets, phonographs, tape recorders and furxmiture.
The manager of Western Marketing Operations for protestant testified
that certain public warehouse storage charges and in particular min-
imum per unit charges for radios and related articles are higher in
the Los Angeles areca than in other parts of the county. He pointed
out that the market in which Arvin sells is highly competitive. Xe
further stated that the protest was directed primarily at the
proposed five percent increase which includes storage and that if
an increase were to be authorized, the alternative eight and one half

percent increase, which does not include storage, snould be granted,
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A Financial Exeminer, Senjor Transportation Engineer and
Assoclate Transportation Rate Expert of the Commission staff par-
ticipated in the development of the record through extensive exami-
nation of applicants' witnesses. No evidence was presented by the
staff at the hearing. ,
Discussion -

Table I, above, shows that the public utility warehouse
operations of four of the 16 applicants included thexein were
conducted at a loss during the fiscal year ending September 30,
1962, and that six of said applicants experienced operating ratios,
after state and federal income taxes, of between 95 and 1090 perceant,
tavle II indicates that under a continuation of present rates and
with operating costs at the July 1, 1963 level, the estimated
operiting ratios, after state and federal income taxes, would
range Lrom 90.0 to 120.7 pexcent; that six operators would exper-
ience losses with one i~ore barely below the brezk even point;
and that £ive of the 16 utilities would have operating ratios
between 95 and 100 perxcent.

Under proposed rates, Table II indicates that the
cstimated operating ratios of the 16 utilities in question would,
after state and federzl income taxes, range from 87.3 to 114.9
percent under the requested general five percent increase and

\ fzom 87.6 to 115.1 perxcent under the alternative proposal of an
eight and ome half percent increase im all rates and charges,
except storage. Table II also shows that nine of the operators
would have operating ratios in excess of 95 percent under the five
percent proposal, and that 10 would exceed a 95 percent operatiag
ratio under the altermative proposal. In those instances wherc
variations in estimated operating results under the two propesals

arc disclosed for any of the utilities, such differences are not

=%10=
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substantial. As stated above, the operating results estimated by’
the director for all 16 warchousemen as a group would be a bit
more favorable under the alternative proposal than under applicants'
main proposal.

Decision No. 63517, supra, and earlier decisions, as
well as the record established herein, point out that substantial
uniformity of rates among warchouscmen operating in the Los Angeles
area is a business mecessity. This requirement 1s dictated by the
forece of competition prevailing among the warehousemen. Obviously,
undexr a uniform rate structure some warchousemen will, due to a
variety of circumstances, farc better than others. Beariang these
facts in mind, it is apparent that some upward adjustment in
applicants' rates, to offset increased labor costs, is justified.

There remains for decision the question of whether the
rates and charges for storage should be increased. As stated above,
the record developed herein reveals that there is no uniform
procedure among waxechousemen regarding the allocation of labor
costs between storage and handling. The record further indicates
that it is impossible to determine with certainty what percentage
of each dollar of labor cost should be allocated to the storage
function and what percentage should be allocated to the handling
function. The testimony and documents in evidence show that this
allocation has been arbitrarily determined by ecach individual
warehouseman based upon its preconceived notion as to the amount of
labor expense that is attributable to each function. It is cleaxiy
established, nevertheless, that a certain amount of labor expense
is chargeable to storage., Furthermore, the record shows that all
costs attributable to storage have risen since the rates for this
sexrvice were last adjusted in 1957. Based upon the foregoing,

it appears an increase in rates and charges for storage is
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justified. However, amplicants are placed on rotice that should an
increase in storage rates be sought in any future proceeding before
the Commission, they will be required to present detailed facts and
data In support thercof.

It will be noted that Teble III shows a wide divergence in

’

estimated rates of return. However, in this proczeding as in prior

§
{

applications, because of the pecullar facts and clrcumstances sux- J
rounding tho’ragulntion of the warehouse industry, the Commission is
disposcd to place greater cmphasis on the operating ratio as a
measure of the reasonablemess of the proposed rate increases; and to
considex the industry as a whole im any particular locality rather
than approach the subject on the basis of the individual warehouse.

While the Commission apprcciates the problems experienced
by protestant manufacturing concern, the evidence does not justify
an exemption of radios and related articles from the increase in
storage charges found ierein to be justified.

Upon careful consideration of the evidence and argument,
we hereb§ find as f£ollows:

1. Applicants, except as provided in Findiag 3, have shown a

nced for additional revenues in connection with the public utility

operations herein in issue.
2.

The estimated operating results of applicants under their
primary proposal for an overall increase of five percent in all
warehouse rates and charges, except as provided inm Finding 3, are
reasonable.

3. The sought five percent increase in all rates and charges,
including storage, vrovided in the aforementioned tariffs has been
justificd; the altermative proposal has not been justified; and che
evidence does not justify an exemption of radios and related arti-
cles from the increase in storage charges found herein to be justi-~
fied.
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4. Applicant Terminal Warchouse Corporation has indicated to
its attorney that sald corporation will be terminated immediately.

Therefors y Findings 1, 2 and 3 do not relate to it, and the appli-

cation should be deniled fnsofar as it xelates o Terminal Storage
Cornoration. .

Dased upon the foregoing findings of fact, the application
should be granted as provided in the ensuing order.

In view of the need for immediate relief, the effective
date of the order which follows will be 10 days after the date
hereof, and applicants will be permitted to cstablish the increased
rates on not less than 10 days® notice to the Commission and to the

public.

IT IS CRDERED that:

1. Applicants, except Terminal Storage Coxporation, are
authorized to imcrease all rates and charges, including those pro-
vided for storage, by five percent as proposed in Application
No. 45521. The increased rates and charges authorized may be estab-
lished by the publication of a surcharge rule with disposition of
zesulting fractions as set forth in Paragraph I of Exhibit No. 2 in
this proceeding. Tariff publications authorized to be made as a
rcsult of the ordexr herein may be made effective not ecarlier than
ten days after the effective date hereof and on not less than ten
days' notice to the Commission and to the public.

2. The authority herein granted is subject to the expzess
condlition that applicants will never urge before this Cemmission in
my proceeding undexr Scetion 734 of the Public Utilities Code, or in
any other procecding, that the opinion and oxder herein comstitute
a finding of fact ¢of the reasonableness of any particular rate or
charge, and that the filing of rates aund charges pursuant to the
authority herein granted will be construed as a comsent to this con-
dition.

-13-
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3. The alternative proposal in Application No. 45521 to
increase all rates and charges, except storage, eight and ome half
percent 1s denied.

4. As to Terminal Storage Corporation, Application No. 45521
is denied.

5. The authority herein granted shall expire unless exercised
within ninety days after the effective date of this order.

The effective date of this order shall be ten days after
the date hereof.

Dated at Ban Franciaco » California, this
day of JANNARY » 1964.

P

President
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Commissioner William M. Bennett, bdeing
pecessarily absent, did not participate
4n the disposition of this procesding.




