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Decision No. 77730 

BEFORE THE PUBLIC UTn.ITIES COMMISSION OF THE STATE '. OF . CALIFORNIA . 

Application ofFLOUR.,. INC.:,. ) 
a California' corpOration, under ) 
Sect!on454 of the Pul>lic . ) 
Utilities. Code for authority to, .) 
increase pu1>lie utility warehouse ~ 
rates:. 'S 

Application No. 51641 .... 

(F11~'.1an~22~' 1970·; 
. amended AprlllS·" 1970 • .} 

INTERIM OPINION' ANOORDER 

Applicant is engaged in operations as a public utility 
,I, , 

warehouseman~ a b1ghway common c~lirier, a radial. highway' eommon . .' 

carrier and as a highway contract carrier in the ~LosAngeles . 
" ': ' ' '. 

metropolitan area. By this application it seeks' ex .pa~e·, authority 
'I 'l 

, ' 

to effect various increases in 'its :warehow:ing:rates~ . 
'. '".' "., ¥ 

It alleges' ~t. ~ts present warehousing rates have. not . 

been adjusted for'many ye~s,' and ~hat by reason of greatly' 
, 

increased operating costs over the years,. its ratesar~ "solow· 

as to be unrealistic, unjust and unreasonable" • It further' alleges' 

that its present tariff must be ciomp~etely.· revised be£orei.t. ,can' . 
reasonably expect to earn' a fairre~rn' on its wa~ehouS1n& oper~ .... 

r~ ~ • '" 

tiona and investment .. ' 

!he rates which applicant seeks to assess: are rates which .' . 

the Comad.ssion has authorized' for a :n\1Illber of other pub'lic:' utility 

warehousemen in the Los Angeles area, and whichare'pul>ltshed in' 

California Warehouse' Tariff Bureau t-rarehouse Tariff No-.28-A~ Cal ... 
, , 

P.u.c. No·. 193. '!'he rates in said tariffweremost:"recently" 
• " " " oJ ·1"' " 

I .• ,., 
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adjusted pursuant, to authority granted by Dec1s1onNo.>:·77334~ 

dated June 9, 19?0, in Application No. 51473. 

Data which applicant ,submitted to', show financ1alresults 

of its warehouse operat1onsunder present rates areset'forth:f.n: 

the following. table: 

Table No,. 1 

Revenues, Expenses and Operating 'Results of 
Wat:ehouse Operations under Present Rates 

for Year Ending with June 30, '1969 

" 

Revenues 

ExpenSes, 

Operat1tlg Loss , 

Operating Rat10 

Applicant alleges that, since June 30i~ 1969:~it has . 
• I 'e 

experienced significant increases :tn operating',costs, ,particularly 

,', ',,' 

, ' ' 

. '" "., .. ' . , 

in. those for labor, and that it is confronted:'-w.tthfurther",cost 

increases in the' near future.. It r,~resents thAt'1tsp:resent~nnual ' 
.j It.,' . 

level of operating expenses is $272~,774, or '$22,880 more than its' 
I '::", I' I: 

operating expenses for the yeal:' through June 30~ 1969~ Itest:[~' 

mates that under the sought rates it would realize, an increase of," 

$120,578 in its mm.ua.l revenues. 
,'.' 
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results under present costs and the proposed rates are as follows: 

, 

TaoleNo.2 

R.evenues, Expenses and Opera.ting' Results. 
of Warehouse Operations under Proposed 

Rates and :Present Operating Costs, 
(Based on Year'Ending with 'June 30, 1969), 

R.evenues 

'Expenses, 

Net Op~.rating Revenues' 

Income!iTaxes 

Net ~ncom.e 

Operating Ratio, ' 

Rate Base 

Rate of Return 

. . . ., 

272:'771::: : , . " 

, , 

'~" 73:,i229::" 
" 3S.,::i4~,' ' 

$: ,3(},Jj80:~:,,' ' 
"~9L~~\," , 

$:50",~74:'>,. " " 
, ~,' ' ... " ," 

, 59~91.::' " 
. ,i "'. 

The financial clata which are set fotth1nTable'No'. 1; 

'above, and th(! increases in expenses which applicant represents' , 

, it has exp~~ced since June 30" 1969, indicate a' need: for "an ' 

increase in applicant's revenues' if the warehousingoperatious, ' 

,are to be sustained. It appears, however, that, appl:r.cantf$ne~d' 

'for increased revenues is not as great as alleged. 
, , ' 

'c" ".. ",' 

The losses which applicant ascribes to its warehousing, 
I Ii , • ! 

operations reflect ~ in part, expenses which either should'be 
.., . 

charged to' applicant's carrier services or, which 'are not'p~operly 

chargeable as operating ~es of the -warehouse., 

According to financial data included 'in the application,' 

about 53.6 percent of appli~ant IS tota.l expense~ are:' ~ttrlb~tabie' ' 
, , 

to, the warehousing operations and the rema!n!ng,expens.~s, ar,e:, 

" 

.. 3:" 
" 

','1.' .. -

. ~.~, " 
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attributable to carrier operations. In allocating' its~enses 

beeween the warehousing an.d carrier operations,. applicant: ,assigned 
. . . ~ , ' 

.' , . 

a charge of $3,500 for profit sharing to the-warehousing opera- ,. 

tions. Such charge was not a proper charge, to: the lI1areh~using:-, 
. . . , . .,~ 

services. If m&.de at all, it should .have been appl:[ed',ag:~inst" 

the carrier services. Almost,$l,200 waschargedaga1nst,:the 

warehouse operations for interest expense., Interest expense is 

not an operating expense., ExpenSes for officers' salaries;, 

offic:esupplies .and various miscellaneous expenses: were d1v1ded . 

evenly between the warehouse and the' carrier operations. ',. 
. . .'. 

Assertedly, these allocations were made on the basis' ,of either 
.,' '" ,", 

revenue and/or payroll. It ,:[s evident, however~ tliat had-th~' 
I , , 

allocations been made as alleged,. the charge~ to the' warebous~' 

operations would have been reduce~~ 
-,' 

In addition to the fact that applicant's need for 

additional revenues from its warehous:Lngoperations:'is' over~ 
, , .. I, . . . ,. , 

,stated', it appears that there is serious ques~ioncotlcern:[ng' 

the propriety of ;the ,specific' increases. in rateswhich'wo~id": 
be made. ',' , , 

By said rate increases applicant'is seeking. to increase: 

its total revenues by almost 50 perc:ent..Thepr1ncip'sl rate 

increases which are s~ught are approximately as follows: ' 

62 to 114 percent' :Cn ,storage charges;, 
62 to 114 percent 1nhandling'charges~ 

It appears that the d!spar1~ybe.tweeD.the.'inereaseili 

revenues which applicant seeks to acbieve. and: ,the:rate increases 

by which" the additional revenues' would be prC?ducect"isdue,to-'" 
:. ','r 

," I'" 
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applicant r s evident' intention to continue charging., its present " 

rates for services for so-called volume accounts <~.'.. serVices ..' 

~t produce about 38· percent of applicant' sto·tal revenu,es~]l' 

In effect", applicant is proposing to ' continue) fo,rsome:: accounts,. 
'. . ' , I,' I " , 

rates which. 8.l:'e ~~ low as to be Uunrealistic, ~unjust~:4nd,unre~~: ' 
,I" , 

sO'D.8.ble") and concurrently to' make disproportionate ,increases.'/ " 
,', ,!; -

in other of its rates. 
, ',.".":, 
'" 

, ',',' 

Such a~tionS are not compatible :with the' proh1b1t:tons~~ ,", 
'" '1\ • ,- , , , 

against undue preference or" prejudice inSectioti 4'>3<>-f ,the' '," 
. :,;' '" . ',' 

Public Utilities Code.~1 
. ' "'- '. 

, For, the:foregoing reasons, it appears that; authorization ',' -
" ,'; ',- - I:' " " "', 

of the sought _ rate increases by ex parte action -is, not' jus,tif:[e~.~; " 

Public hearing, on'the application should be hel'd,for't:he':purpost€' 
" 

of further iuvestigation of applieant:'srevenue needs: and' the 
, • ,< " 

steps to be taken thereon. Nevertheless) the applicationi:s 

convincing that pending said further investigation and' such; ac~ion ' 

as may be' taken iu response theret<>~ .applicant,' should' be' 8£forded 
• I

j 
, , .. 

" 
some relief from. its financial exigencies:[u order ,to'pres'erve-,' , 

,,I,, 
, - , ' 

the continu1 .. ty of' the warehousing. services, :[nvol ved'~ " , 
" ' 

" < " 

" .. ,j'. 

, .I" 

. , ." 

~---------------------------""""--,~>'-, ' 1/ ' 
- The application does not, show: what . rates woul;d: be, retained at' 

their present' level.- '~::-~'. " 
" '",' 2/ ' ~; , ' " ' " , ' ' 

- "No public utility shall" as to rates, ckL~rges, service,. fac:!li':" ' ' 
ties" or in any other respect~ make ,or grant: any pre£erence> or' . 
advantage to any corporation or person ¢r subj ect any corpora­
tion or person to any prejudice- or ,disadvantage." .No public 
utility shall establish o'rmaint'ain any unreasonable d:t:fferenee, 
as to rates, charges, service, facilities., or in any other 
respec~, e1Lher as betweeQ localities or as between classes 
of service ~ •• " 

Section 4S3;~ : Pub-1!c Ut:[lities: COde'·· 
',' 

''''',1, • 
.;, 

"'l' , 

J ' •• ,',., 

"!,, ",' -
,:,:':-, ,: 

, ",' 

, " ' 

" i; . 
;~ ~"i ' 
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It appears that an inc::t:ease of 30 percent 'in app'l!eant,",s" 

rates and charges 'Would produce additional. revenues which' would be' 

sufficient to meet its: present operating.costsandto'~eal:tzenet, 

operating revenues (before provision fO,rincome taxes) as' repre- ' 

sented' by an operating r.a.t:!.o' of abou~ 90 percent. Increases: of' 
. ," ,', 

this amouxi.t should be authorized' by ex parteorderpending'pub-lie~ 
" ". '. : ... 

hearing on the application concerning what further ,increases,if:, 
, , ' 

any> should be authorized.l1 ' 

Find!ngs, 

The Commission finds that: 
. ",, ' 

1. Applicant t s revenues under its present rates and charges: 

for its warehousing s~rvices are not suff1cientte> sustain, said " 

services. 

2. Increases in said rates. ~d charges by ex parte order' 

have been shown to be, j ustif1ed to the extent' here!n8fter,p~ovided.: 

3. In other respects> increases' in said rates and' charges 

by ex parte order haye not been shown: to,' be justified. 

4. Pub1.ic hearing should be held f~r' the receipt o'fevidence' 

on what further incr~es, if, any, in applicant's-rates 'and charges 
~ • j • • .' , ., l' ;~ .. :.,. " :' . . . . 

should be authorized, pursuant to this: applic:ation.<" 
':1 . .' 

" 
, , 

" '. 

~I Not all of the rate increases·which are·identifiable:in·the 
applic:ationare as great .as) or more, than,. 30 percent •. F.or· 
exam.ple, the increase which applicant seeks, in it's special, 
labor rate for stencilling or for reporting: ser:t'al, numbers. 
is about 10 percent. .. The rate increases herein authorized', 
should be lim:Cted' 'accordingly. 

, --6-
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.. Conclusions 
" '. ,:Tb.e Commission concludes that: 

, ','\~.' '. 

1. Applicant should be' authorized by ex pute order t<> 

increase its rates and charges to the extent· hereinafter .. provided. 
J' " . 

2. In view of the ~gent needs of' applicant for:·additio'M.l 
, ,,' 

,'" .'" j , ! 

revenues to meet its operating costs, applicant should.: be permitted 

to exercise the authority hereinafter granted on not less tb~ ... 

five days" notice to the Comcnss:[on and~to the public, • 

. . . . 
n IS HEREBY ORDERED' that: 

.o' f . 

1 .. Pending furth~ order of the : Comm.ission~ and subject to 

the limitation herein uoted, Flour, Inc. ~ is authorized-to effect·· 

an increase of 30 percent in' the rates. and' Chargeswhiehare' s~t· 
'.1:',,· ". "', ' 

forth in its Warehouse ,Tariff No. l~" Cal.' P.U.c., No.1. Tariff . '" .. ~ ".... . , 

publications authorized to be made by the order herein may' be . '. .' . /' . " '. 

made effective not earlier : than five' days" after the: . effective 
.~. :; 'f, ., \"~ 

.... date hereof on not less than five days" notlceto the Commission 

and to the publ1c~ 

NOTE-_. !be incressed rates' and: charges' which 
are established under the authority 
herein granted' shall not'exceed those 
which apply for like services '. under 
provisions published in California 
WarehouS2 Tariff Bureau 'Warehouse 
tariff No;. 28-A, Cal.· P~tr.C. No. 193 
(Jack L.. Dawson, Agent) pursuant to 
DeciSion No~ 773-34, dated June 9~ 1970, 
in Application No;. 51473. . .' '" . 

2. 'the authority herein grant:ed~'"1s 'subject to the. express~' 
. "'f . . . . '\. '. " 

"condition tha·t applicant Will never Urge'" before ;'1:he" Coxm:o.ission· .1u 

any proceeding under Section 734 'Of the' PubliC:Ut11:ttieS!:c~e" ~r' 
'-, . " '"", 

'''', ..... 

-7-
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in any other proc:eed1ng~ . that: ,'the Opinion and Order hereinconsti- . 
. ' 

eute a finding of fact of the reasonableness of anyparticu'iar'or' 

c:harge~ and that the filing of rates and charges pursUant',to,.the: 

authority herein granted'w:tll be construed' as consent·to.th!·s" 

condition. 

The authority herein granted shall expire unless:'exe~­

eised within ninety clays: after the· effective date ofth1s. order. 

The effective date 'of eMs· order' shall. be f1ve::::days . 

after the date hereof. 
LoaAZlseJet Dated at ______________________ ~~ __ ---

this ___ ......... /.:_.5t._._.'h:._~ ___ cl.ay of _. --++--~+-I--IJ---""" 1970'~:' 

',.,,- . ,"'.' ,'."., ,"', 

, .', 

"', . ' .. 

. '. 

C0.-1ss1onel" :rholltllsXOrflD~ be1Jl&-
n.o •• S8l'llyabf:ent.. tid not'. pa:rt.101peto 
in u..,·41s'J)oslt.ion ot. tll1.'.f)roo.e4ill&.;· ... 

. "" 
~ ",' 
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