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Decision No.. __ 7..;....;:385;..;;:..;;..1~_ 

BEFORE THE PUBLIC UTn.ITIES COMMISSION OF THE Sl'AI'E OF CALIFORN!A 

In the Matter of tbe Application ) 
of ACE CITY DELIVERY, do-iD~ ) 
business as ACE CITY WAREHOUSE,. ) 
G.W.A. INCORPORA..."'"ED,. doing business ) 
asALI.!ED WAREHOUSE COMPANY, E. R. ) 
GOOD~ doiD8 business zs AMERICAN ) 
WAREHOUSE, CHARLES A. PEARSON, ) 
doing butoiDess as ANAHEIM mUCK & ) 
'1'RANSFER; CO., An..ANTIC TMNSFER:, CO'., ) 
B.&M !ERMINAL FACn.ITIES, INC., ). 
BEKINS WAREHOUSING CORP'." ) 
CALIFO~IA· CARTAGE WAREHOUSE CO., l 
a division of CALIFORNIA CAr..AGE . 
COMPANY ,. INC." DANIEL C. FESSENDEN 
COMPANY ~do1ng business as ) 
CALIFORNIA' WAREHOUSE CO. , , ) 
CAL-PACIFIC tRUCK LINES~ INC., ) 
CEN'1':RAL TERMINAL WAREHOUSE CO.,. ) 
H. G'. CHAFFEE COMPANY~' CHARLES· ) 
WAREHOUSE CO .. ,. INC .. ,. CITIZENS ) 
WAREHOUSE TRUCKING COMP~~" INC., ) 
COLUMBIA VAN LINES~ INC. OF '. ) 
CALIFORNIA, CONSOLIDATED WAREHOUSE ) 
COMPANY OF CALIFORNIA. D .. \R'r PUBLIC ) 
WAREHOOSE» INC.,. DAVIES WA4tIOUSE ) 
COMPANY, FRE!GHT TRANSPORT COMPANY, ) 
IN'IERAMERICAN WAR-~OUSE 'COP.PORATION, ) 
JENNINGS-NIBLEY WAREHOUSE CO." LTD., ) 
LAW EXPRESS, INC. , LOS ANGELES ) 
TRANSPORT & WAREHOUSE CO.,. LYON ) 
VAN ,,& SlORAGE CO.,. M & M TRANSFER ) 
COMPANY,. MZTROPOLITAN w.6.R....'l:"BOUSE CO .. ,. ) 
MOSER TRUClCLNG, !NCORPOP.A1'ED,. ~ 
OVERl...AND 'I'ER."UNAL, WAP.EHOUSE CO .. ,. 
PACIFIC COAST 'l'ERM!NAL WAREHOUSE 
CO.;,. PACIFIC COMMERCIAL WAREHOUSE, ) 
!Ne., PEERLESS :mUCKING CCM?&~[, ) 
QUALITY WAREHOUSE &-DIS1'R.!BUTING, ) 
REDWAY 'TRUCK AND, -WAREHOOSE COMPANY, ) 
TORRANCE V~' & STOR.I\GE COMPJ...NY, ) 
doiDg business': as S.' &M.TRANSFER ) 
& STORAGE" CO., SIGN.AI. TRUCKING ) 
SERVICE, ::m..', STARTR.UCK:&: ) 
WAREHOUSE CO,",~ SUPERIOR FAST ) 
DRAYAGE, 'IR.ULOVE TRANSFER & ) 
Sl'ORAGE~ INC.,. UNION l'ERMINAL » 
WAREHOUSE ~ VELD1AJ.~ WP.REHOUSE CO .. , 
VERNON ~~ WP..P.EHO'OSE, INC.» ) 
OOiDS- business as VERNON WAREHOUSE ) 

CORP. for autborityto incresse 
COMPANY,. and ,'WEST COAST WAREHOUSE ~' 

th~i.r ra~e$ as warebousemeo in· 
the City o£LOs A:oge1es and othe:- , ) 
Sout:he:n California points. )' 

\ 
________________________________ J 
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Arlo D. Poe and Jack L. Daw'son~ for all 
appl!c.lIlts. 

•• " 

, .~' 

Alexande~ M. Dickie, Harold A. Drury, 
Elmus M. try, C!"yde R. Hoagiand,1a.rry 
G. Hobbs, RObert E. Jobns~on~ lac son w. Kendall, Nicholas N. weber, :or 
vario~s sP?licanes. f 

James Quintrall, for Los Angeles Warebousemen s 
ASsociation; John A. Cunningham, in 
propria persona; interested parties. 

Gordon M. Bla.nkenshi~~ Milton J .• DeBar:-, 
C6erles I. Fritter end John R. Laurie, 
for the commission staff. 

OPINION ---------
Applicants· operate public utility warebouses for ·the· 

storage of general commodities within Los Angeles aDd at etber 

Southern California points. By this applieation they seek authority 

,~ i'Oerease by ~ perC:e'.i:lt 3.11 rates cd cbBZ'ges~ except tho~e 
provided for storage, applicable at said warehouses... The tariffs 

. 1/ 
in issue are specified 1e the margin. - No itlcrellses are sot!ght 

in stor~~ rates and cbarges. 

Public bearing was held before ExamiDer Bishop at 

~s Angeles on December 14, 1967. Applicants t showing .... ,65 %C&ee~ 

at the concl':.:siOD of which a represeDUtt:ive from tile Cot::l:l!ss1on i s 

Finence end AeeoUl'lt~ Division stat~d that: the division pl.:mnedto 

intl:'oduc:e evide:lce in the proceeding, tha~ several of· its s~df· 

cembers we:re c::gaged in a. study O'f 11 0'£ the applic8:lt operators:p 

that the study was ex,ected 1» be cotlpleted a~out .J'a.:nuu:y 31, 1968· 

and the rcpo:ts based thereon would be ready for presentat:ton by . 

1/ Ca.:i.ifO:':li~ War~ho~ce ta=!.=i Bureau Tariffs Nos. 2S-A atld 29-A>. 
CG1. P.U.C. Nos. 193 and 194, respec:ivcly, of Jack L. D~7son7 
.Agent:; M& MTr.::nsfc:!: Co:::p.:J!ly W<=ebo\!si! 'l'aif: No. 11, C.s.l. ?U.C. 
No. 11; '!'orr~ce Vzc & Storage CompQnY, doing busi~ess as S &M 
1'r.cnsftt and StO'rage CO'., Wa:eho'.1se Tariff No .. 6~ Cal. P.U.C. 
No.6; and Vernon Centr~l Warecouse, Cc>ing business. as Ver::lOIl 
Warebouse Company, W.:rrehouse Tariff No.4, C.;:.l. P.U.C. No:. 4. 
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February 15, 1968. He requested that the matter be adjourned 

apprO'ximately to that date for receipt of the division's evidence. 

!'he represet'lUltive from. the Engineering Economics Bra:ncb of tbe ' 

CO'mmission's 'Iransportat1oD Division staff s1:atea that his division 

also pla:oned to undertake a study and would be ready fer bearing; a: 

the same ti:ne. Co\1tlsel :er applica:nts vigerously opposed the' 

scbedulitlg. ef an adjourned bearitlg, for reasons wbich will be here­

inafter treated. 

The examiner st3.ted that the matter would be taken Qff 

calendar to' permit consul tatiotl with the COmmissioner to wbom 

~pp1icatioll No. 49761 is assigned, and that &he parties would be 

later advised in the premises.. On December 28" 1967 the paties 

were advised by telephone, with c:oDfirmation by letter 0''0 the 

fcl10wiDg day, that nO' further evidence would be required, that a 

proposed decisiou would be prepared based en the evidence as 

i~troduced at the December 14 hearing and that the proceeding,would 

be tdken under submission by the Co~ssionrs decisien. 

Evidence 0'0 bebalf of applicants was presented through an 

accountant who is also t:!le executive secretary and treasurer of the 

Los Angeles Wa:rehousemen' s Association and tb:ougb the eariff 

publisbitlg agent of the California Warehouse Tariff Bureau. Staff 

members assisted in the develepment of the reeord througb cross",: 

examinatien. 

!he rates and charges of applicants were most recently 

adjusted ill two stages, pursuant to' decisions iDApplic'ation No. 

47175. In that proceeding authority was sought to inerease storage 
, 

rates by 10 perce:lt" b.=dliDg charges by 15 percent and" miseella:lcous 

rates and cha:ges by 2S percent. Comprehensive studies had, been 

uDd~rt.aken by applicants in support of their requests but would" not 
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be completed for several montbs. Therefore applicants requested. 

an interim increase of 8 percent in all rates and charges,. except 

those for storage, pending completion of tbe studies and' future; 

bearings on the overall proposals. By Decision No. 68958, <lated 

April 27, 1965, the Commission authorized an interim increase'of 

4 percent in all rates and charges except those for storage"pending, 
" 

completion of studies by applicants and by tb~ Commission's staff. 

These increases became effective on June 7, 1965. By Decision No~ 

70589, dated April 19, 1966, the Commission found that the full 
.>. • 

amount of the increases as sought, in Application No. 47175 bad been 

justified, and granted tbe application in full. These latter" 

increa;es became generally effective on May 9, 1966 .. 

According to the application now under conSideration, 

the costs to applicants of providing warebouse service have 1nc:eased 

since the above described rate adjustments went: into- effect. These 

cost increases hOlve been experienced in various expense items 

affecting services performed by applicants, particularly in the 

matter of wages and salaries. Currently and in the future, it is 

asserted, the ,resent rates and cbarg~~s for all warehouse services 

except storage ~e not, and will not be adequate to meet operating' 

expenses. Applicants believe tbat the proposed increases in rates 

and charges will be reasonable and justified. 

The accountant testified tbat said rate increases are 

intended to offset wage and related cost increases which bave 

transpired since Janua=y 1, 1966. Tbese increases occur.red on: 

va=ious dates in 1966 snd 1967, according to tbe l~bor organization 
. 2/ 

involved.- For example, as of July 1, 1967 the starting: bo~ly wage 

2/ General Warebouse Union Local 593, Local Teamsters' Union Joint 
Counsel 42, and three van and storage locals are involved. Basie 
wage rates in agreeoents with all of these experienced increases 
in 1966 and 1967. . . .' 
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ra.te for warehouse 'laborers iD 1.0<:41 598 (Los Angeles) was 11.83· 

percent higber than tbe co'rrespoDding rate in effect on July 1" ,1965. , 

This witness introduced a series of exhibits desi,g:ned to' 

show the impact of the increased" operating costs upon the operatiTlg 
. 

results O'f applicants and the rate incX'eases deemed necessary to' 

provide additional revenues suff:f.cient: to compensate tbe warehousetru2:l 

for the augmented operating expenses. One exhibit"" e:obraC:iDg. the 
" ., , 

o'peratiO'Tls of eleven of 1:be largest ~f the apP11cJm~ warebousemen,2l 

showed the operating results for the year 1966" aDd those results 

as adjusted to reflect, 0:1 anaunual basis" revenues at present 

rates and current e05:t levels, also under tbepropose:d rates snd 

current CO'st levels. 

For tbose: operators" as a group, the witness bad developed 

the total additioDsl operating expenses on an annual. basis, by 

re:tson of the cO'st illere~ses heretofore mentioned, to be $345,986. 

!he aggregate of add! tiollal revenues for tbese same warehousemen" 

under the proposed rates he calculated would aIDQunt to $338,583. 

In" other words, be found that an irlcrease of 8% percent in all ra.t:es 

and cbarges, exclusive of those for storage, would produce add:1tio::el 

revenues whicb 'Would approxi:mate t:he aggregate of iDcreased expe~$es* 

In Table I, below, are Slm:r:'!arized :he public utility 

warebouse operating results of the selected grOU? for the yea:r 1966. 

In Table II. below, are sbown the esti1Xl8.ted oper<lting results for a ' 

prO'jec1:ed rate year at: present: and proposed rates~ 

'Ih~ warehousemen ill auest!otl are the ~ as those utilized as 
rcpre$et\tative bo:b. in applicants I and the Cotcmission staff.' s 
studies in Application No. 47175. above. AecordiDg to' the 
record. t!.l~y account for about 75 percent of t:be revenues, of all 
42 applicants. 
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Warebousemen 

TABLE I 

Results of Ope:raeions 
Befo:re State and Federal IDcome Taxes 

(Yea: of 1966) 

Revenues Expenses Net -
Calif. Warebouse $ 340,402 $ 329)182 $ 11~220 

R. G. Cbaffee 94,.314 93)132:· l~lst 
, 

Davies 272.665- 253,.92$ 18:.740 

I~te:ramerica'O{f 371,624* , 360,992 /I 10:,6324; 

Mettopolitan # l) 064, 444 IF 975,13&41 S9 .306~f. 

Ove:r1and 693,)624 644.905 48:)719' 

Pacific Coast 1~155>'68 1,101,549 54,219 

Pacific Comme:rcial# 248, 92S4f 242 490
41 , , 

6',43$41 

Redway Truck 

Scar Truck 

Union Terminal 
:ffi 

Total 

228,905- 210,912 11,993 

601)026 534,509' 60,517 
#" ' 41 (61)017)4; 1 2148 2572 1 z 209,z SS9, 

$6,220,269 $ 5,,956',323: $263',,940' 

( ) - 1Ddicates red' f1gu=e. 

if Does Dot reflect substitution of .affiliates t 
expetlses in lieu of rent paid: by applicant. 
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TABLE II 

Estimated Results of Operations 
for 11 Representative- Warehousemen 

for a Ra~e Year Under Operating Expense Levels 
as of July l~ 1967 

(After Income Taxes) 

Under Pre-sent Rates Under Proposed Rates 

Operating Ope%:ating. 
Warehousemen Net Income Ratio Net Income Ratio· 

Calif. Warebouse $ 2,792 99.2 $ 15,,.68-7 9$.8 

H. G. Chaffee ( 79) 100.1 l~65& 9&;.4 

Davies 12~318- 95.7 23·,.105- 92:.3 

* * Interamerican ( 262) 100.1 39,222 90,~O 
.* * ':Metropo1itan 42,986 96 .. 1 104~33S: 91~O ' 

41:~357' 
" 

94 .. 5 .Ovuland 24,212 96'.6-

Pacific Coast 20,548- 98.3 51,.117 96.0 

* * Pacific Commercial 5,568 97.9 28:,630 89.6 

Redway Truck 12,551 94.7 20,907 ,91 .. & 
• Star Truck 31~004 95.0 47,663' 92'.8 , 

'* * Union Terminal (97,773) 108.2 (33.,S77) 102 .. 7' 

Total $53~865 99.2 $342".102 ' 950.0 

( ) - indicates red figure. 

* Ref1ec~s substitution of affiliates t expenses in 
lieu of rent paid by applicant'. 

The procedures employed in developing. the projected 

operating results in Table II, the record indicates, were c0D;sonant 

with those employed in applicants' presentation made in Application 

No. 47l75~ above. The witness pointed outthat~ while under existing 

labor agreements further increases in labor and related expense will 

be experienced in 1968.> sucb increased costs have not beetl· taken into, 

account in developing the estimates su~1zed in Table II. 
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'!be accountant bad also prepared' an exbibit showing 

estimated operating results for the projected rate year for xx:c>st of 

the applicanes not included 10 the group of eleven operators~ above. 

Four of the applieants rendered no public utility warebouse service 

in 1966. :t-«..ose of those who did are primarily engaged itl- other 

business act1vities~ sucb as drayage and the storage of household 

effects. The ope:ating results of these coneerns in the field of 

public utility warebousing are not typical. Some reflect extremely 

favorable~ and others very unfavorable operating ratios. 'the 

aggregate operating ratios estimated for this seeond ~oup of 

applicants were 99.9 percent under a eontinuation of present: rates~ 

cd 97.0 percent under the proposed rates, after income taxes. 

The accounta:nt also introduced an exhibit sutmDarizing the 

operating re~l ts of the principal group' of eleven warehousemen 

for the first six months and the first nine tCOntbs, respect1vely~ of 

, 1967, and for' tbe tbree u::ooth periO<i ended September 30 ~ 1967.. The 

composite ratios shown for the group were, before income taxes. 

95.0~ 96.7 and 100.0 percent for the three periods. respectively. 

In the opinion of the witness the operatiDg results for the fourth 

quarter lo7Ou1d prove to be 'ClOre unfavorable thatl those for the third 

quarter, due~ be sa.1d~ to year-end accounting adjustments~ and 

heavy withdrawals for the holiday bus1ness~ among other reasotls. 

The tariff ageDt testified concerniDgtwo exhibits be bad 

prepare<! whicb showed (1) the breakdoWD~ by percentages, of the 

~se dollar into the various classifications. of expense items, 

Blld (2) the percentage relationship o£expenses, income taxes and 

profit to proposed revenue. These exhibits compared tbe indicated 

daca as reflected in tbe evidence presented in the ~earings in 

Application No. 47175 with tbe corresponding figures developed in 
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exhibits in tbe instant proceeding. The breakdown aDd percentage 

relationships were shown to be almost identical in the two- proceed­

ings. For example, plant labor expense was 51.7 percent 0·£ total 

plant expense in the earlier proceeding, wbile the correspo';'d~ng, 

figure reflected by the expense data in the present request was 

52.58 percent. '!be distribution of the proposed revenue dollar 

showed a pl;ofit figure of &.3 percent in the Application No. 47175 
. 4{ 

presentation and 5.1 percent in the instant proceeding.-

the tariff agent testified: that applicants desire' authority 

to effect the proposed rate increases, if authorized, by the publica­

tion of surcbarge supplements to the involved tariffs. Such supple­

ments would, he said, save from four to six weeks iD placiDg the' 

increases in effect, as compared with individually revising the 

affected rates and cbarges. He pointed out that the operators are 

bearing the increased costs hereinbefore deso:ibed in performing. 

.. services at rates which were predicated on lower operating COS1:S, 

and conse~uently are desirous of establishing the rate increases 

as soon:as possible. 

In bis testimony the accountant explained why no increases 

in rates and charges for storage are being sought.. The principal 

impact in operating costs has been in the increases in wages, 

salaries, and related labor expense. He estimated that sucb' eXpense 

comprises oDly from 10 to lS percent of the total cost of rendering 

the service of storage. He pointed out also that in the most ·recent 

rate increase proceeding involving applicants a 10. pereent:Locrease 

!! Tbeperceotages shown in these two' exhibits· were predicated on 
expense and proposed revenue figUres of the 11 selected 
operators as. a group. 
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in storage rates and charges was authorized. For these reasons 

applicants concluded not to seek a further increase in those, rates 

and cbarges. 

Notices of the proposed. increases were maile'd by appli<::;mts 

to all their respective storers early in Novetnber 1967. No storers, 

or otber consumer interests, appeared in opposition to the proposals. 

The record thus far received shows that applican.ts have 

experienced increases in operating costs, that u:der a contit:Uation 

of present rates the estitnated composite operating ratio fo:!: the' 

principal applicants for a projected ~~elve month period~after. 

income taxes, would :be 99.2 percent, a:cd that the esti1D4ted operating 

ratio ~der the proposed increased rates would be 95,.0 perceri:t~ after 

taxes. For the other applicants, as a group, the estimated;operating 

ratios for the rate yc~, after income taxes, a:e 100 pe:cent :and 97 

pe:;:ocent, at p:oesent and pro~5ed rates, res~ctively_ To the extent 

that these figures may be accepted as reliable, they clearly indicate 

the reasonableness of applicants' proposals. 

Ey~~'C~tion of tbe.individual operating ratiO's in Table II 

above, shows that the estitnates range from 108.2 down to' 94.7 under 

present rates, and from 102.7 down to' 89.6 under the proposed rates. 

'In prior decisions involving public utility warehouse:len 1?:tbe 

Los Angeles area, the CoUlt'llission bas rccognized tbe necessity, for 

cO'mpetitive reasons, O'f tnaintaining warebO'use rates and charges on 

uniform levels aUlOng the various operators througbout the area., .. The 

tariff agent. testified to t.be coneinuing necessity for this 
. 5/ 

practice.-

He pointed out that certain warehousemen specialize in the 
handling of certain commcx:lities, for which tbe general 
commodity warebousemen do not compete. Lower rates are 
maintained OD these commodities by the warebousemen handling 
them. 
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As hereinabove indicated, in preparation for applicants' 

presentation in Applicaeion No. 47175, tbeiraccountant witness made 

cotnprebeosive and ,dlorougb studies of their facilities, operatiODs 

aDd accounting procedures, including, tbe bases for segregating or 

allocating revenues and expenses between public utility warehousing. 

and tbeir. other activities. At the satne titne the Comnission's staff 

made its own studies of tbe utilities on a comparable seale. The, 

independent studies of applicants' accountaXlt and tbe staff extended 

over a. period of seven lIlOnths. Tbe operating results presen·tfld by 

;he accountant and the staff at the adjourned hearings, beld 

December 15 and 16, 1965, were substalltially alike. At that time 

the staff membe:s stated that tbey bad found no tbixlg in tbeir 

presentation of the warehousemen which in their opinion would 

require denial of the increases tbere soo.1gbt. As hereinbefore 

stated, the rate increases sought in Application No. 47175 were 

granted in full. 

It appears that the purpose of the s'taff, in undertaking 

a study of the utilities' book records and operations in connection 

wi tb the ins tan t proceeding, was to de'term1ne wbether' any 

improprieties in the development of the accountant's' figures would 

be, discovered. !be staff requested an adjourned bearing. for the 

purpose of presenting tbe results of its investigation. III tbe 

light of the bael<ground7' as outlined above, of the accountant's 

studies. in this proceeditlg7 aDd of tbe evidence' adduced at the' 

bearing on December 14, 1967, we are of the opinion that no further 

evidence is needed to enable the Commission to reach a proper 

decision in the matter) and that the application should be taken 

under submission. 
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We find tbat: 

1. No additional evi~etlce is required to enable the Commission 

to reach a proper decision in Application No. 49761. 

2. Said application sbould be taken under submission by the 

order whicb follows. 

3. Applicants bave demonstrated a need· for additional revenues 

in connection with their public utility warehouse operations. 

4. the proposed increases in ra'tes aIld charges are reasonable 

and justified. 

5 • Applicants' request for autborityto establish ehe 

increased rates atld cbarges by means of surcbarge supplements to 

tbe involved tariffs is reasonable and sbould be autbor::zed~ subject 

to the condition that within ninety .. days after the effective, date 

of the order wbicb follows applicants sball incorporate the increases 

specifically in tbe affected individual. rates andcbarges set forth 

in said tariffs. 

In view of the urgent need for additional revenues 

authority sbould be granted, as requested in the application. to 

establish the increases in rates and cbarges found justified herein' 

on lQ days' notice to tbe CO'IXlmissiO'll 3lld to the public; 

We conclude that the applicationsbould be granted •. 

ORDER 
.-.- .... ---

IT IS ORDERED that:: ., ~ .. 

1. Ap-;>lication No. 49761 is,;taken under submission. 

2. Applicants are authorized to establisb tbe increased rates . 

8Xld cbuges proposed in Appl:Lcaeion No. 49761. Tariff publications 

authorized to be 'Cl3.de as a result of tbe. order berei:l shall be filed 

not earlier than the effective date of tbis ¢rder and maybe made 
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effective not earlier than ten days after zhe effective date hereof 

on not less than ten days' notice to the Co-a::m1ssion and: to the 

public. 

S. Pending establishment of specific rates and cbarges, 

increased as authorized in paragraph 2 hereof, applicants are 

authorized to make effec:tive increases in their rates atJd charges 

by means of a tariff surcbarge rule as set forth in Exhibit 9 in' 

this proceeding, proVided that said increased rates and cbarges do 

not exceed tbe rates and cbarges authorized in paragraph 2' bereof. 

Thereafter, applicSllts shall proceed to.£urtber amend tbeir tariffs 

so said itlcreased rates and charges may be determined without' the 

use of .a. surcharge tariff provision, said further amendment to be 

completed witbin ninety days after the effective date bereof. 

4. In establishing the increased rates and charges authorized 

in paragraph 2 hereof, disposition of fractions sball be made as 

proposed in said Exhibit 9 in this proceeding. 

S. The authority herein granted is subject to the express 

condition that applicaots will never urge before the Commission in 

any proceeding under 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'any particUlar 

rate or Charge, and that the filing of rates and' charges pursuant 

to the authority herein granted' will be construed as a consent to 

this cODd!tion. 
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'. 
6. The authority berein gr3l'l1:ed will expire unless exercised 

within ninety days after the effective date of this order. 

The effective date of this order shall be ten days· afte'C 

the date hereof. 

~ Dated at _-:;;;S&n::::..Fr'n=--, ._ncl:;,;;;seo ________ , CalIfornia, this: 

_ ...... l.,;;:al_ day of _-""'~ioIo.I---~~_~ 


