Decision No. 77396

BEFORE THE PUBLIC UTILITIES COMMISSION OF

In the Matter of the Application of
Ace City Delivery, doing business as
Ace City Warcehouse, Krown Tramspor-
Co., doing business as American
Waxchouse, Anaheim Truck & Transfer
Co., Atlantic Transfer Co., B & M %
Terminal Corp., Bekins Warenousing
Corp., Cglifornia Cartage Warehouse
Co., a division of Califormia Cart-
age Coapany, Inc., Daniel C.

fessenden Company, doing business as
California Warehouse Co., Central
Terminal Warehouse Co., Charles Ware-
house Co., Imnc., Citizens Warehouse
Trucking Company, Inc., City Transfer,
Inc., Columbia Van Lines, Inc. of
California, Commerce Warehouse Com-
pany, Consolidated Warehouse Company
of California, Dart Public Warchouse,
Izc., Davies Warehouse Company,
Dependable Trucking Company, Inter-
dmerican Warehouse Corporation, Law
Express, Inc., Los Angeles Tramsport &
Warehouse Co., Lyon Van & Storage Co.,
M & M Transfer Company, Metropoliten
Warehouse Co., Moser Trucking Incoxpo-
rated, Overland Terminal Warehouse Co.,
Overmyexr of La Mirada, Pacific Coast
Terminal Warehouse Co., Pacific Com-
mercial Warehouse, Inc., Peerless
Trucking Company, Redway Truck and
Warehouse Company, Torrance Van &
Storage Company, doing business as

S. & M. Transfer & Storage Co.,

Sigral Trucking Service, Ltd., Star
Iruck & Transfer Company and Pioneexr
Truck Company, doing business as Star
iruck and Warehouse Corporatiom,
States Warebouses, Inec., Storecenter,
Inc., Superior Fast Drayage, Trulove
Transfer & Storage, Inc., Union
Terminal Warehouse, USCO Services, Imc.,
Veltmaa Warechouse Co., Vernon Central
Warehouse, Inc., doing business as
Vernon Warehouse Company, Weber Truck
and Warehouse, West Coast Warchouse
Corp., and Williams Warehouse and Dis-
tribution Center, Ianc., for authority
to increase their rates as warehousemen -
in the City of Los Angeles and other
Southern California points.

ORICINAL

THE STATE OF CALIFORNIA

Application No. 52180
(Filed September 3, 1970)
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QPINION AND ORDER

By this application, 45 public utility warehousemen
request authority for a 6 percent increase in thei: present étorage
and handling rates and charges.; The utility warehouse operﬁtiou;
of applicants sre for the dry storage of general co@modities-§t
warehouses located in the Metropolitan Los Angeles Area.

The last gemeral adjustument in applicénts' rates and
charges published in Tariffs Nos. 28-A and 29-A was made pursuant
to the interim authority granted in Decision No. 76878; daiedﬁ“
Merch 3, 1970, and the Commission's subsequent final oxrdexr in Deci-
sion No. 77334 of June 9, 1970, in Application No. 51473. The
increases authorized by Decision No. 76878 became effective
March 13, 1970, and those granted by Decision No. 77334'became‘
effective June 24, 1970. The rates and charges published in M & M
Waxehouse Tariff No. 17 wexe also authorized to be increasedft6

the level granted by Decision No. 77334.

Applicants' established rates and charges reflect oper-

ating expenses as of January 1, 1970.- Since that date, applicants
contend that their labor costs have increased substantially as a
result of recently negotiated collective bargaining agreements with
umions representing the warehousemen's employees. It is furthex
explained that applicants' operating expenses will be furthexr
increased by increases in the wages and salaries of clerical, super-
visorial, and administrative employees resulting fromvcontfactsuoi |

the economic necessity of maintaining relatiomships with warchouse

1 Appiicants’ rates and charges arc published in the following tar-
iffs: Californmia Warehouse Taxiff Bureau, Warehouse Tariffs Nos.
28~-A and 29-4, Cal. P,.U.C. Nos. 193 and 194, xespectively, of
Jack L. Dawson, Agent; M & M Transfer Co., Warehouse Tariff No.
17, Cal. P.U.C. No. 17, issued by Jack L. Dawson, Agent.
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labor wages. It is expla;ned that such increases in general over-

head expenses are not susceptible to accurate measurement at :hxs
time and are not considered in the calculation of revenue needs in 1
this applicatxou. | .

Appended to the application is a verified statement of the
Executive Secretary-Treasurer of the Los Angeles warehousemen s
Association. Said statement includes an explenation‘of\the statis-
tical information contained in Exhibits A and B which werelprepa:e&‘
by the official of the warehousemen's association and atteched‘teﬁ
the application in justification of the sought ex parte relief. {An'
abstract of wage agreements indicates that effective July 1,.197@;\
the wage rates of warehouse employees were increased by amounts
ranging from 50 to 25 cents per hour, including related inereasefinl
so-called fringe benefits. In Table 1 of Exhibit B of the appiiea-
tion a comparison is made of the 1969 hourly labor coscs underlyzng
applicants’ established storage rates and charges, wmth those which
became effective July 1, 1970. Said comparison is hereinafter setf
forth:

TABLE 1
Comparison of the 1969 hourly labor costs underly-

ing applicants' current scora%e rates and charges -
with the hourly labor cost effective July L, 1970.

- tPercent :

Hourly Labor Costs 7-1-69 v 7=1=-70 Increase-

Basic Average Wage Rate ........... $3.810 $4.210 *
Vacation, Holidays and Sick Leave . 464 .563
Rest PerlOdS srsasnsnassae srsv v 254 .280
subtoml ...Q........“.......I. QSZB 5.5_03'

Compensation IasSurance ....eevecess .210 .234

Paﬂoll Taxes * e 8P & oS rerFeSes s saraae ‘353 .353“
Health, Welfare and Pension ‘ ~.563

Total Direct Labor Cost I sET e 13a3en
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The official of the warehousemen's assoqiationgalséf
developed, from historical evidence of record, that direct labor
cOSts represent 47.24 percent of applicants' total expenses and |
that administrative and overhead salaries reflect 24.17 percent
of the warehousemen's total operating expenses. it is noted that;
while such administrative and overhead salaxy expenses account for -

over one-third of the total cost of labor for performing warehouse

sexrvices, no increase in rates to offset increases in said indireet

labor costs is sought in this proceeding. In Table 3 of Exhibit B
of the application, it is demonstrated that direct labor cost |
increases, as a percentage of total expensés, is 6.32 percent‘
(47.24 percent of the 13.38 pexcent increase in direct-ldbor as of
July 1, 1970). The 6.32 percentage factor constitutes thé[basis“
for the 6 percent sought wage offset imcrease in applicaﬁts' utility
storage and handling rates and charges.

| In Exhibit B of the application, the official for the
warehousemen's association has also presented an estimate of the
results of operatioms for 1l representative applicant warehousemen
under present aud proposed rates and charges and increaseé~expens§é
as of July 1, 1970. Said estimated results of opérétions are set
forth in the following table:
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TABLE 2

Estimated results of operations for 1l xepre-
sentative applicant warehousemen, under present
and oroposed rates and charges and increased
cost of labor as of July 1, 1970, based on
adjusted historical revenues and expenses for
1968-1969.

1968-1969 Adjusted Warehouse Revenues

Utility Warehouse Revenues ........eceeeec.... $8,070,036

Utility Warehouse Expenses 98 7,206,970«

Income Taxes ..... cerene cersecssssssenne cevros 466,057
Total Expense : | »673,

Operating Ratio - el V_QS;OSZ ”

Modifications

1970 Labor Cost Increase ($7,206,970 x 6.32%).. $ 455,481
Rate Increase Sought to Offset Labor Increase Ce
($8,O70’036x 60070) LA L R B I I A S A A N I Y 484’202

Modified Results of Operations

Utility Warchouse Revenues Adjusted to
Reflect 6.07% Increase im Rates and Charges .. 8,554,238

Utility Warehouse Expenses Adjusted to
Reflect 1970 Labor Cost Increase 7,662,451

Revised Provision for Income Taxes .....o..c... 458,752
'rOtal EXPEnse svermere R RS E R R R e g ,IZI ’20-’

Operating Ratio 94,949,

The 1968~1969 adjusted historical revenues and ekﬁénses
utilized in Table 2 above were taken from Exhibit D, Schedule F; of
Application No. 51473 (Decisions Nos. 76878 and 77334) to measure

the impact of the July 1, 1970 labor cost increase and the addition-

a2l revenues required to offset it. The 11 selected warehousemen's -
results of operations for 1968 were adjusted-togrefleég (é)‘thé-
increased labor costs as of July 1, 1969 and the substitutibn of |
affiliate’s building expense in lieu of rent, where<applicab1é;"ahd.
(b) the increase in revenues authorized by Decisidﬁs Nos. 76873'and:
77334. 1t is explained that sucha calculations‘also-reflect‘fedérél
and state income taxes at the then prevailing rates, inciudingthé~‘

10 pexcent surcharge on federal income taxes. The modificatign§
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showa in Table 2, relating to the July 1, 1970 labor cost incréaée
and the sought increase in revenues, reflect aurecalculatiéh‘of
state and federal income taxes on the basis of the 1970'tax rates,
including an effective surcharge of 2~1/2 percent on federal income
taxes. | |

The verified statement of the Secretaryéireasﬁrer for the
Los Angeles Warehousemen's Association directs attention to the fact
that the operating ratios of the 1l representative wafehousemen
Yefore and after the sought increase, as shown in Table Z.hereip,
are only .14 of 1 percent apart. The official also concludes, from
the projected results of utility waréhouseopérationsshqwn in
Table 2, that the 6 percent sought increase in rates and charges
will do nothing more than offset the direct labor cost iﬁcreaséS‘fof
July 1, 1970.

The Commission's Tramsportation Division staff recommends &
that, in the absence of protests, applicants' sodght increase be"
granted by ex parte order. The Commission has been advised*thgt 
approximately 3,000 notices of the sought increase im utility
warehouse rates and charges have been mailed to-appliéautsf‘storers
on or about September 15, 1970. Application No. 52180 was listed
on the Commission's Daily Calendar £or September 4, 1970. The Com-
mission has not received any protests to applicants’ sought“ex parté
relief.

. The Commis§idn finds that:
1. Applicanﬁs have experienced increases in their utility;
warehouse operating expenses which are not reflected in the lgvél

of their established tariff rates and charges.

2. Applicants' warehousemen have demonstrated a meed for addi~

tional revenues in comnection with their public utility warechouse -

operations.
-6-
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3. The sought 6 percent increase in applicants'’ storage and

barndling rates and charges has been shown to be justified. .

We conclude that Application No. 52180 shoﬁld‘bé granted.
Since the increase in applicants' cost of labor has been in’effect
since July 1, 1970, the request for authority to-establish the
increased rates found justified in this proceeding on‘five'days'
notice to the Commission and the public should be granted. Appli-
cants should also be authorized to depart from the ptoviéions of
General Order No.'6l-A to the extent necessary to permit-the
increases authorized in this proceeding to be published in their
tariifS‘in accordance with the method set forth in Paragraph IX
of Application No. 52180. o |

IT IS ORDERED that: _

1. Applicants are authorized to establish the increased fates
and charges proposed in Application No. 52180. Tariff publications‘
-authorized to be made as a result of the order herein shall be filed
not earlier than the effective date of this order and ma& be made
effective not earlier tham five days after the effective date hereof
on not less than five days' notice to the Commission and tozthe 
public.

2. 1In publishing the increases authoxized herein, gppiicants
may observe the tariff procedures set forth in Paragraph IX of
Application No. 52180.

3. The authority herein granted is subject to the express
condition that applicants will never urge before the Commission”in‘
any proceeding under Section 734 of the Public Utilitics:cddé,hbf 

in any other‘proceediﬁg, that the opinion and orde# herein_

_?-




A.52180 NB

constitute & finding of fact of the reasonableness of any particﬁiarf

xate or charge, and that the filing of rates and charges pursuantfto
the authority herein granted will be construed as atcoh$ent#to this
condition. |

4. 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 Los Angeles » California, this (Aﬂ: day
of DECZunscx , 1970. ‘

S - b@in& o
Commissionor Willlam S:mon..,, .Tr v
pecessarily absont, 243 not varticipate
in the dispouizion of this-proceed&ng




